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POPULATION IN THE TWELFTH CENSUS. 


For the student of economics the chief interest attaching to 
Vols. I and II of the twelfth census — the volumes on popula- 
tion—lies in the statistical estimate which he looks to find 
therein of the economic character, or value, or activity of the 
inhabitants of the country considered as productive power. He 
is interested in the mass and application of this prime economic 
force; that is to say, in the extent and growth of popu- 
lation, on the one hand, and, on the other, in the distribu 
tion of its members into industrial groups, as engaged in 
agriculture, manufactures, trade, commerce, or in some sort of 
manual, mechanical, or professional labor. He is interested 
in the direction of what Mayo-Smith has called the “‘ labor-force” 
of the country “in cultivating the ground, in extracting minerals 
from the soil,in turning raw material into forms fitted to satisfy 
human wants, in transporting commodities from one place to 
another, in distributing products among the different members 
of the community, or in rendering personal services.’’ Other 
statistical information about population than that which regards 
its natural movement and industrial occupation may have great 
economic significance, as, for example, its geographical distribu- 
tion, migrations and concentration in great urban centers, its 
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mortality and vitality rates, and its age and sex constitution; 
but the interest which underlies all others in the mind of the 
economist is that felt in the growth and occupation of the 
people. 

The “curious modern traveler”’ of the eighteenth century 
who gave us his “ late and particular observations” and ‘“ faith- 
ful account,” geographical and historical of each nation, inclu- 
ding ‘‘also an account of several wonderful animals, serpents, 
birds, etc., interspersed with many entertaining stories of each 
particular ’’— this interesting pioneer statistician has been sup- 
planted in our own land by an army of fifty-odd thousand enumer- 
ators, officered by several hundred supervisors, experts, and direc- 
tors, not to mention other agencies than the federal Census 
Bureau, and the mass and detail of our population data has of 
course manifolded correspondingly. In this field, as in other 
fields of economic activity during the nineteenth century, the 
problems of production have given place to those of consump- 
tion and distribution of statistical information. The machinery 
and technique of production have become wonderfully elaborated, 
and our statistics today do not in any respect resemble the inter- 
esting tales of a curious traveler, the elaborate speculations of a 
Sir William Petty, or the keen observations of an Arthur Young, 
except that the conclusions today often partake of the marvel- 
ous; but even these are machine-made and lack something of the 
charm which attached to the products of the statistical handi- 
craftsman. 

As regards numerical increase of population during the dec- 
ade 1890-1900, the twelfth census has verified statistical predic- 
tions. During that period the rate of increase has considerably 
retarded. Our population in 1880 was slightly in excess of 
fifty millions, and the increase during the decade ending in 1890 
amounted to 12,466,467, or 24.9 per cent. The increase for the 
decade ending in 1900 was 12,946,436, or 20.7 per cent. Should 
the increase continue to retard during the present decade at the 
same rate, it will mean that, with a larger initial population of 
75,568,686, the actual numerical increase will be considerably 


less than for the preceding decade, the decline in the rate being 
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more than equivalent to the increase in population— this for the 
first time in our history. A decline in the rate has been recorded 
for each decade since 1850; but during the decade 1850-60 it was 
so slight as to be insignificant, and was a slight falling off from an 
exceptionally high rate during the decade 1840-50. The rate for 
the decade ending in 1860, 35.6 per cent. was still considerably 
above the average, and had been exceeded but twice, once in 
1810 when the rate was 36.4, and again in 1850 by three-tenths 
of 1 percent. In 1840 the rate had dropped to 32.7 per cent. 
The census enumeration in 1870 was so defective in the south- 
ern states as to vitiate the rates for two decades, and statisticians 
have awaited the publication of data for the decade ending in 
1900 for a verification of their estimated rates of movement. 
The general facts concerning the rate of movement of popu- 
lation during the one hundred and ten years covered by the 
twelve censuses are given for the country at large and those sev- 
eral divisions into which it is divided in the following table: 


PER CENT. INCREASE IN POPULATION FOR EACH DECADE, 









































I 790—1900 

DEcADE ENDING 
1900 | 1890 | 1880 | 1870 | 1860 | 1850 | 1840 | 1830 | 1820 | 1810 | 1800 
— — 1 = — salad a ee a 

| 

The United States........| 20.7 | 24.9 | 26.01] 26,6" | 35.6 | 35.9 | 32.7 | 33.5 | 33-1 | 36.4 | 35.1 
North Atlantic Division..| 20.9 | 19.9 | 18.0 | 16.1 | 22.8 | 27.6 | 22.0 | 27.1 | 25.0 | 32.3 | 33.9 
South Atlantic Division... ' 17.9 | 16.6 | 29.8 g.1 | 14.7 | 19.2 7-7 | 19.1 | 14.4 | 17.0 | 23.5 
North Central Division... | 17.6 | 28.8 | 33.8 | 42.7 | 68.3 | 61.2 [108.1 | 87.4 |193.1 |474.8 | .... 
South Central Division... | 24.6 | 23.0 | 38.6 | 11.5 | 34.0 | 42.2 | 46.7 | 51.8 | 73.0 |134.1 |206.7 
Western Division........ 33-1 | 71.3 | 78.5 | 60.0 {246.1 ess F vane wae | ina | eeeces esse 





It is interesting to note that, while the high rates of increase 
are for the far western group of states of the Pacific region, as 
might have been expected, this rate, 33.1 per cent., is not 
exceptionally high, being considerably below the average rate for 
the total population prior to 1860. During the three preceding 
decades the rate maintained in this group of states was two or 
three times that of the total population. It may be noted 
further that in this group lies the only state in the Union which 
has recorded a decrease in population during the decade—the 


‘ Estimated. 
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population of Nevada having fallen off about five thousand 
souls, or 11.1 per cent. The two states for which the lowest 
rates of increase are recorded, lie in the north central division: 
They are Nebraska, whose population has incieased 0.7 per 
cent., and Kansas, with an increase of 2.9 per cent. 

For the first time in our history the rate of growth of popu- 
lation in the north Atlantic group, made up of the New England 
states, New York, New Jersey, and Pennsylvania, has exceeded 
the rate for the country at large—this by a small fraction of 1 
per cent. For the first time in our history the south Atlantic 
and south central divisions show a higher rate than that main- 
tained in the north central states, where the rate of increase is 
lower than that for any other division, and where, again for 
the first time in our history, the rate falls below the average 
rate for the total population of the country. In general it may 
be said that while it was generally expected that the census 
would indicate a retardation of the rate of growth, that retard- 
ation has been greater than anticipated, especially in the north 
central states including the two Dakotas, the lake region, and 
the Ohio river states. The decline of these states, of course, 
marks the termination of the period of settlement during which 
the rates were indicative rather of immigration movements than 
of natural growth. 

Statistical data regarding population movements during the 
last century in this country and for other populations, have 
been abundant, of varying degrees of accuracy, at times mis- 
leading, and calculated generally to satisfy some aspect of 
public curiosity, or political exigency, or social philosophy. 
Wherever this mass of data has assumed the character of genuine 
information, however, it has occasioned a considerable modifica- 
tion ot the various theories of population which have been from 
time to time propounded since Malthus wrote his essay on popu- 
lation. Speculation regarding population movements has been 
rife during the century, and in the rising tide of statistical data 
many preconceptions and generalizations have been hopelessly 


wrecked. 
That aspect of population movements which has perhaps 
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more than any other occupied the minds of statisticians has been 
the statistical evidence bearing upon the Malthusian theory that 
population tends to outstrip its food supply. The clear and 
simple statement of the Malthusian theory that population 
tended to increase geometrically and food supply arithmetically 
recommended that theory to more or less uncritical popular 
support, and_ scientific writers, especially economists of the 
orthodox school have been slow to realize how little bearing 
the Malthusian formula really has upon actual population move- 
ments. Prior to its announcement statesmen and others had 
lived in the fear of a declining population and a consequent loss 
of political supremacy. They were suddenly seized with a fear of 
an increasing population which should so outstrip the means of 
sustenance that its members would be reduced to feeding upon 
one another. During the latter years of the century the old 
fear has returned. Political supremacy is felt to depend largely 
upon numerical strength, and governments are, therefore, resort- 
ing to various means of encouraging matrimony and large fami- 
lies. A stationary or decreasing population is regarded as a 
sign of weakness involving loss of political prestige. The 
statistical record of the century is an interesting one when 
taken in relation to the several theories of population which 
have been from time to time proclaimed, and have been gener- 
ally unrelated to actual population movements in different 
countries. Indeed,. it is only within the last quarter of the 
century that data have been available for putting such theories 
to the test of facts. The Malthusian generalization could not 
be verified statistically. It rested rather upon a weighing of 
human impulses, individual ambitions, intelligence and capaci- 
ties against one another, and the theory amounted to an asser- 
tion that one fundamental instinct predominated over all the 
other natural tendencies. The experience of the century, how- 
ever, clearly demonstrates that those other natural tendencies 
which Malthus more or less ignored, have been at least 
throughout certain very considerable populations, the pre- 
dominating ones. Statistics demonstrate beyond question the 
fact that it is the tendency to accumulate wealth and in 
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general to increase the per capita consumption of prod- 
ucts of labor, which has really predominated in every civil- 
ized community, over the natural tendency of population to 
increase, and this is particularly true wherever the ideals of 
democracy have taken hold upon a population; there the indi- 
vidual has sought to raise his material standard of living, and, 
in doing this, he has not reckoned any sacrifice too great. The 
law of population which one reads in statistical evidence is 
almost the exact converse of the Malthusian theory. As the 
accuniulation of wealth increases and material and social wel- 
fare improves the movement of population retards. 

Density of population can no longer be taken as a significant 
condition of its growth. In general it has been true that rates of 
natural increase have shown no tendency to retard as popula- 
tions have become dense; on the contrary, those populations 
of greatest density early in the century have, on the whole, 
manifested the higher rates, and it remains true today that the 
denser populations are at the same time among those which 
manifest the highest rates of natural increase. There is no 
reason to presume that the degree of density attained within 
these populations constitutes, in and of itself, at the present 
time, any definite check upon their further increase. While it is 
true that the rates of movement or growth have not reacted in 
any fixed and determinable manner upon density or wealth, it 
may be laid down as a general law that the accumulation of 
wealth has invariably been accompanied by a retardation of 
natural movement. This has, of course, been conspicuously 
true of social classes within populations where the upper and 
middle classes have depended for their perpetuation, not upon 
natural increase, but upon recruiting from those groups wherein 
the average per capita incomes are lower. 

The twelfth census demonstrates conclusively that this law 
is at work in our own population, where the retardation of the 
movement has been marked during the last decade, and where, 
as though to emphasize the insignificance of density as a condi- 


tion of movement, the retardation has been most marked in the 
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sparsely settled section of the country.’ In the north central 
states, certainly, population is not “pressing upon the means of 
subsistence,” and the conditions of over-population and over- 
crowding do not exist. There is every reason to expect that 
the rate will continue to decline indefinitely, with the further 
accumulation of wealth and general improvement in material 
conditions withinthe country. The period of rapid growth of 
population in this country, as well as for European populations, 
was the first half of the nineteenth century, and the rapid numer- 
ical increase during this period was not inconsistent with the 
Malthusian conception that population tends to increase with and 
to press upon means of subsistence. The period was one marked 
by the economic exploitation of natural, wealth-producing 
forces, by colonization of new fields, by more economical and 
effective organization of industry, by extension of division of 
labor, and by the adoption of a systematic policy of exploiting 
and consuming the product of cheap oriental labor. But this 
economic development has continued at an accelerated pace 
during the latter half of the century, and it is during this latter 
half that the accumulation of wealth has gone on most rapidly. 
Under these conditions population ought to have increased more 
rapidly during the second half of the century. The rate has in 
fact, however, not accelerated, but has shown a marked tendency, 
and an almost universal one, to decline.? Population has shown 
no tendency to ‘people up” to a given standard, nor has it fol- 


‘The extent of the decline in the rate may, perhaps, be best indicated by figuring 
out the growth of population during the present century on the basis of the two rates. 
On the supposition that the rate of increase maintained during the decade of 1880-90 
continued throughout the present century our population at the end of the twentieth 
century would exceed seven hundred million. Gladstone estimated our probable popu- 
lation at that date at six hundred million. The rate for the decade 1890-1900 would, 
if maintained during the century, give a population in excess of four hundred and 
fifty million. On the supposition that the rate declines from decade to decade, as it 
has during the last two decades, our population will barely equal one hundred and 
seventy million. Should the rate of retardation decline progressively our population 
may be indefinitely less than one hundred and seventy million. 

?The Russian population is an exception. Its rate of natural increase has risen 
from decade to decade. This is probably due to the fact that Russia with its increased 
population is still but sparsely settled, and the conditions are analogous tothose exist- 
ing in this country during the first half of the last century. 
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lowed any preconceived laws in accordance with which such 
movements have been supposed to occur. Population has not 
increased most rapidly in those countries possessed of greatest 
material resources and accumulated wealth; quite the contrary. 
The one population which is today at a standstill numerically is 
at the same time the population with perhaps the second great- 
est per capita holding of wealth in the world; while Russia, with 
the highest rate of natural increase, has probably the lowest per 
capita accumulation of wealth. Ingeneral, the conclusion seems 
warranted that the rate of natural increase in any population 
tends to decline as its per-capita holding of wealth increases 
beyond a certain point. The desire to accumulate wealth 
increases with the accuraulation of it, and at some indefinite 
point becomes the paramount motive of human action. At that 
point the movement of population begins to retard, and that 
point at which the movement of population begins to be checked 
by the rising standard of living has certainly been passed in the 





growth of our own population, as a whole —as it has been passed 
long since by certain industrial and social groups, the ‘upper 
classes,” within the population. 

Speculations regarding the movement of population are, 
however, of less economic consequence than are the facts regard- 
ing the industrial distribution or grouping of its members, 2. ¢., 
the actual disposition of the country’s labor force at the present 
time. The difficulties encountered here are far greater than those 
encountered in the work of enumeration. The amount of infor- 
mation which can be elicited from an individual by a series of 
inquiries put to him once in ten years is necessarily limited, espe- 
cially when the capacity of the average untrained enumerator 
for making nice discriminations is bornein mind. In the twelfth 
census an effort has been made to preserve continuity of data 
by adopting the same general classification of occupations as 
that used in the census of 1890. This classification distributes 
the population into five general groups of occupations, as fol- 
lows: (1) agricultural pursuits, (2) professional service, (3) 
domestic and personal service, (4) trade and transportation, (5) 
manufacturing and mechanical pursuits. Under these five heads 
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303 groups and subgroups of occupations are specified, an 
increase of eighty-five over the number designated in the census 
of 1890, with which, it is explained, the returns for 1900 have 
been made comparable as far as possible. 

It appears from the tables that there has been a slight increase 
in the percentage of population ten years of age or over, engaged 
in ‘gainful occupations,” the per cent. so engaged being 50.3 in 
1900, as against 48.0 in 1890, and 47.1 in 1880. This increase 
appears also in each sex group: of the male population ten years 
of age and over in 1900, 80.0 per cent. were engaged in gainful 
occupations, as against 77.3 per cent. in 1890, and 78.7 per cent. 
in 1880; for the female population the per cents. were respectively 
18.8, 17.0, and 14.7. The increase in these percentages is 
undoubtedly due in part to those changes in the age and sex 
constitution of the population which are direct consequences of 
the retarded rate of movement or growth of the total population. 
Some indication of the change in the age grouping of the popu- 
lation may be gathered from the fact that the school population, 
including those from five to twenty years of age, increased dur- 
ing the decade only 15.3 per cent., the population ten years of age 
and over, 22.0 per cent., while the total population, all ages, 
increased 20.7 per cent. This indicates roughly the relative 
increase in the higher age groups, which are, of course, those 
groups showing the highest percentage occupied in gainful pur- 
suits. For the age group ten to twenty years there has been a 
decline of approximately I per cent. and for the higher age 
groups an increase. It would appear however, that there has been 
a slight increase in the employment of women and girls during the 
two decades, since the sex distribution of the total population 
remains unaltered, the percentage of males being 51.2 of the 
total population. Nor has the sex distribution of population 
greatly altered for the several geographical divisions except that 
there has been a decrease in the excess of males in the far 
western states. 

The general facts regarding the distribution of the gainfully 
occupied population are stated in the census as follows : 


Of the 29,074,117 persons engaged in gainful occupations in 1900 for the 
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mainland of the United States 10,381,765, or 35.7 per cent. are engaged in 
agricultural pursuits, as against 37.7 per cent. in 1890, and 44.3 per cent. in 
1880. The whole number of persons engaged in manufacturing and mechani- 
cal pursuits is 7,085,992, constituting 24.4 per cent. of the gainful workers in 
Ig00 as compared with 25 per cent. in 1890, and 21.8 per cent. in 1880. 
These losses in the proportions of persons engaged in agricultural and man- 
ufacturing pursuits are offset by corresponding gains in the proportions of 
persons engaged in professional service, in domestic and personal service, 
and in the pursuits of trade and transportation. The largest proportional 
increase is that for persons in trade and transportation, this class constituting 
16.4 per cent. in Ig00 as compared with 14.6 per cent. in 1890, and 10.7 per 
cent. in 1880. 

These general percentages are, however, of comparatively 
little significance owing to the composition of the several indus- 
trial groups, and to the lack of any consistent principle of classi- 
fication. The classification is, as already noted, practically that 
of the previous census, with some further division into minor 
occupation groups, and it is stated that 
an attempt was made at the present census, just as in 1890, to classify 
occupations with respect to the kind of work done or character of service 
rendered, rather than according to the article made or worked upon, or the 
place where the work was done, and detailed instructions in accordance with 
this general purpose were given to the census enumerators. 

It has often been pointed out that the general classification 
is, nevertheless, one by industries, and it will appear from an 
examination of the specific designation within these larger groups 
that the classification by industry, rather than by character of 
work, is carried out in considerable detail. These two principles 
of classification are obviously conflicting, and the resultant 
grouping is in consequence one of little significance; it is neither 
one by trades, crafts, or occupations, on the one hand, nor by 
industries, on the other, whether this is due to the inherent 
difficulty of applying universally any single principle of classi- 
fication or not, it is certainly unfortunate, and vitiating. The 
general insignificance of these main groups may be inferred 
from the fact that the last census transferred bodily the “ fisher- 





men and oystermen,” and “miners and quarrymen”’ from agri- 
cultural to ‘‘manufacturing and mechanical pursuits.” In 1890 
stationary engineers and firemen were classed as rendering 
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“domestic and personal service,” and “officials of mining and 
quarrying companies,” under ‘trade and transportation ;” these 
have been transferred in 1900 to the “manufacturing and 
mechanical group.” 

In writing of the scheme of classification in the eleventh 
census Mr. Gannett expressed the following judgment : 


” 


There is probably no subject connected with the census concerning which 
there seems to be less clearness of purpose or plan than the classification of 
occupations. What the purpose of the statistics of occupations is, or the 
character of the information which such statistics are designed to present, is 
not made clear by any existing classification. 


His judgment holds good, generally speaking of the twelfth 
census statistics of occupations, as will become apparent from a 
cursory examination of specific groups. . 

Those engaged in agricultural pursuits number 10,381,765, 
or approximately one-third the total population employed in 
gainful pursuits. If we ask what principle of classification has 
been adopted with reference to this important industrial group, 
it will appear that the census office has, willingly or wilfully, 
done all of those things which it has declared it purposed not to 
do. It has classified ‘agricultural laborers’’—the first and, with 
one exception, the largest group in the whole category of ‘‘occu- 
pations ’’— into three groups: (1) ‘ farm and plantation laborers,” 
(2) ‘farm laborers (members of family) ,’”’ and (3) “garden and 
’ Here then is classification according to 


” 


nursery laborers.’ 
place in which labor is performed ; while the second subgroup is 
differentiated by relationship, and the whole group “agricultural 
laborers”’ is divided out from the group of “farmers, planters, and 
overseers” on the double principle of proprietorship and man- 
aging authority. The groups of “florists, nurserymen, and vine- 
growers,” “fruit growers,’ “turpentine farmers and laborers,” 
and “milk farmers,” are based upon “articles made or worked 
upon.” No one of these principles is consistently applied 
throughout the group. This being true, one is led to ask 
whether, since consistency is abandoned once for all, it might 
not be advisable to recognize certain natural lines of cleavage 


in our agricultural population. We have given a group of “tur- 
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pentine farmers and laborers,” another of “ apiarists,’’ another of 


’ 


‘fruit growers.” Are there not other groups of greater signifi- 
cance than these, even such as the cotton growers, tobacco plan- 
ters, and grain farmers? 

The principle of classification adopted for the second group, 
those engaged in professional service, numbering 1,258,739, 
appears to have been more clearly defined. The more satisfac- 
tory character of the grouping here is due, no doubt, to the fact 
that the professions themselves are more definitely differentiated 
than are occupations in general. Actors, architects, artists, 
clergymen, journalists, authors, lawyers, physicians, and teach- 
ers form well-defined professional groups. The question may, 
perhaps, be raised whether the class of engineers (civil mechani- 
cal, electrical, and mining) and surveyors belongs here or under 
manufacturing and mechanical pursuits. A mining engineer 
might, perhaps, better be related to that industrial group which 
includes officials, foremen, and overseers of mines as well as the 
miners themselves, if we are to preserve the industrial grouping 
at all. The “inventor” occupies a rather anomalous position in 
the class of “architects, designers, and draughtsmen.”” We look 
in vain for any group of artists proper, including sculptors, paint- 
ers, musicians, architects, actors, and authors. Nor can sucha 
group be constructed out of the data given. We have given a 
class of actors, and of architects, but musicians are grouped with 
teachers of music not in colleges, and “artists” with teachers of 
art (except by the process of elimination it is impossible to deter- 
mine what sort of artists are included in this group); while the 
class of authors is hopelessly lost among “literary and scien- 
tific persons,” which excludes journalists, and includes with 
‘‘authors and scientists,” a class of ‘librarians and assistants.” 
and of “chemists, assayers, and metallurgists.” We should 
certainly expect to find a literary group somewhat differently 
composed, including journalists, authors and other writers, and 
excluding librarians and metallurgists. 

Those engaged in ‘“‘domestic and personal service” consti- 
tute a large class, numbering 5,580,657, made up of the odds 
and ends of occupations which do not easily fall into any other 
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class. The largest single group here is “laborers (not speci- 
fied)” 2,629,262. This group of general laborers appeared in 
the eleventh census, and statisticians have indulged the hope that 
in the present census these laborers could be properly “specified” 
and distributed. An effort has been made to do this, but it has 
been attended with little success. Four small subgroups of “‘ele- 
‘“‘longshoremen,’ 
“‘stevedores,”’ constituting altogether about fifty thousand, have 
been separated out, leaving more than two and a half million 
‘general laborers,” whose occupations are not given. The rate 
of increase in this group has been over 32 per cent., while popu- 


” , 


vator tenders,” “laborers (coal yard), and 


, 


lation has increased but 20.7 per cent., and the relative increase of 
the group would appear to be due to greater carelessness on the 
part of enumerators in 1900, as compared with those of 1890. No 
community of interest, it may be observed, underlies the occupa- 
tions included under the general head of “domestic and personal 
service.’’ The barber, the bartender, and boarding-house keeper, 
to take the three services first in the list, are typical groups. 
They have nothing in common. Nor is the service of the bar- 
tender any more personal than that ofthe milliner, for example, 
classed as manufacturing and mechanical, or the grocer classed 
under trade and transportation. The laundry business, classed 
as domestic and personal service, is certainly as properly an 
industry as a bleachery and dye works establishment. Trained 
nurses would seem to be as professional in the service they ren- 
der as are engineers, librarians, and theatrical managers. On 
the whole, a better heading for this general group would be “all 
or any other service.” 

Under “trade and transportation,’ 


numbering 4,778,233, are 
designated miscellaneous occupations more or less remotely 
associated with the economic services of distribution and trans- 
port. It is difficult to explain on rational grounds the associa- 
tion of these two services. The character of this group may be 
inferred from the following list of designations (not exhaustive): 
agents (insurance and real estate), bankers, boatmen and sailors, 
bookkeepers, clerks, commercial travelers, draymen, foremen, 
hostlers, hucksters, merchants, officials in banks and companies, 
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steam and street railway employees, telegraph and telephone 
linemen and operators. Of many of these groups, as for 
example the group of copyists, of stenographers, and telephone 
and telegraph operators, it is true that they are as likely to be 
associated with manufacturing or professional services as with 
the service of trade or transportation. 

What has been said with reference to the other groups applies 
equally to the fifth and last, those engaged in ‘manufacturing 
and mechanical pursuits.” Here the principle of classification 
; is practically abandoned, and the principle of 
classification ‘according to the article made or worked upon” 
generally adopted. The subdivisions in this group are indicated 


” 


by ‘occupation, 


as follows: building trades; chemicals and allied products; 
clay, glass, and stone products; fishing and mining; food and 
kindred products; iron and steel and their products; leather 
and its finished products; liquors and beverages; lumber and its 
manufactures; metals and metal products other than iron and 
steel; paper and printing; textiles; and miscellaneous indus- 
tries. No attempt is here made to bring together into one group 
those similarly occupied, as, for example, factory operatives, or 
those skilled in some craft or trade, for comparison with unskilled 
manual labor. Take for example, the group of occupations under 


” 


‘‘paper and printing.” Here are five general designations: (1) 
bookbinders, (2) box-makers (paper), (3) engravers, (4) paper- 
and pulp-mill operatives, (5) printers, lithographers, and press- 
men. Here is a typical violation of first principles in the linking 
of an occupation, printing, with an industry, the paper business, 
and the confusion which follows is a natural consequence. Any 
scheme of classification which places engravers in a group of five 
designations, one of which is paper-box makers, and another 
paper- and pulp-mill operatives, is obviously faulty, a reductio ad 
absurdum of our general scheme. 

It would be a convenience to find occupations grouped ration- 
ally in the census, but this is a matter rather of popular interest 
than of scientific consequence. The statistician expects in any 
event to reclassify his data for special purposes, to make up his 
own general groups as he may have occasion todo. No one 
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scheme is adequate for his purposes. What is of prime con- 
sequence to him is that the analysis shall be carried far enough 
to give him what may be called prime industrial groups—that 
is to say, groups which are in every instance sufficiently homo- 
geneous to be dealt with as units for constructive purposes. 
These prime industrial factors may be arranged alphabetically 
or in accordance with any other scheme. The statistician is fairly 
indifferent whether, for example, the manual laborers are given in 
one group or are distributed among a number of industries, pro- 
vided the grouping in each industry is of such a character as will 
enable him to separate out unerringly the manual laborers from the 
skilled workmen. This is not done in the occupation statistics 
of the twelfth census. The Census Bureau has had one excuse 
for adopting the present scheme of classification; it is practi- 
cally the scheme employed in the tenth and eleventh censuses, 
and by its perpetuation in the twelfth census the continuity of 
data is preserved to a certain extent; but it is decidedly unfor- 
tunate and humiliating that it should become permanently foisted 


upon the work of that office. 


Joun CumMincs. 
UNIVERSITY OF CHICAGO. 








THE AMERICAN COLONIAL POLICY AND THE 
TARIFF. 


WHEN the Republican party definitely adopted the so-called 
imperialistic policy the downfall of the protective tariff system 
was freely predicted. This prediction was based upon the 
apparently fundamental incongruity of the two policies. It was 
pointed out that imperialism rested, economically, upon an 
assumed necessity for broader foreign markets and that it 
demanded aggressive government action in order to prevent the 
exclusion of American products from foreign markets by unfair 
discrimination. It was argued, therefore, that imperialism cut 
the ground from beneath the protective policy by implying that 
the time had come when our producers could not only control the 
home market, but were capable, if accorded equal opportunities, 
of competing successfully with their strongest rivals in the neu- 
tral markets of the world. This conceded, it seemed impossi- 
ble that the two policies could be concurrently maintained by a 
single political organization. 

Four years have passed, however, since the adoption of 
the imperialistic policy, and the Republican party is still in 
power as the exponent of both imperialism and _ protection. 
Such a remarkable result calls for explanation. Casting 
about for a clue, one is immediately made aware of the 
fact that this situation, peculiar as it seems, is not by any means 
unique. Indeed, it is quite typical of continental Europe, where 
for more than twenty years the protective policy seems to have 
strengthened with the growth of imperialism. At once, then, it 
it is proved that these contradictory doctrines are not of a neces- 
sity mutually destructive in practice; that a way has been found 
abroad to reconcile their incongruities. These facts throw a 
flood of light on our own political situation and lead to the 
hypothesis that the past four years have exhibited, not, as so 
generally assumed, a struggle for supremacy between imperial- 
ism and protection, but their progressive reconciliation. 
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In order to gauge the effect of imperialism it is well to get a 
clear idea of the tariff situation just before the adoption of a 
colonial policy. Proceeding thus it is to be noted that the 
period in question is characterized by a strong and apparently 
general tariff-reform sentiment within the Republican party, 
This sentiment expressed itself chiefly in a demand for reciproc- 
ity. The reciprocity demand attained great strength as early 
as 1896, and for three years fairly dominated the tariff policy of 
the party. In 1896 a House Committee on Reciprocity and 
Commercial Treaties found the business-men. of the country 
overwhelmingly in favor of adopting reciprocity as a permanent 
feature of our tariff legislation. The extraordinary unanimity 
of this sentiment was indicated by the replies to circulars sent 
out by this committee. Of 52 replies from commercial and 
industrial associations, including boards of trade, chambers of 
commerce, merchants exchanges, etc., 5 1 advocated the reciprocity 
idea, and of more than 250 replies from manufacturers and mer- 
chants in all kinds of business and scattered throughout the 
country, only 15 opposed it. Following this lead the Republi- 
can party in the campaign of 1896 was pledged to the reciprocity 
policy, and this pledge was redeemed in 1897 by the enactment 
of the Dingley law which authorized reciprocity arrangements 
much more comprehensive and liberal than any previously con- 
templated.’ 

That this was not a merely formal compliance with popular 
demand is proved by the appointment in October, 1897, of Hon. 
John A. Kasson as special minister plenipotentiary to negotiate 
reciprocity treaties, and by the fact that reciprocity arrange- 


* Fifty-fourth Congress, first session; Aeport of a subcommittee of the Committee 
on Ways and Means concerning reciprocity and commercial treaties, pp. 145-89 
293-545. 

2Sec. 5 provided for reciprocity of a character somewhat similar to that of the 
Dingley bill. Sec. 3 authorized the president to enter into negotiations with any 
country exporting to the United States any of certain specified articles and, in return 
for reciprocal and equivalent concessions, to suspend by proclamation the existing 
duties on the specified products imported from the countries in question, substituting 
therefor duties of a lower rate. Sec. 4 authorized the president to negotiate treaties, 
of reciprocity which might provide during a specified period for a reduction of exist- 
ing duties to the extent of not more than 20 per cent. on any article imported from 
any country. 
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ments were soon thereafter put into operation, by proclamation, 
with France, Portugal, Italy, and Germany; while no less than 
eleven reciprocity treaties were prepared for ratification by the 
Senate. If further proof were needed to demonstrate the predomi- 
nance of the reciprocity movement within the Republican party 
at this time, it is furnished by the testimony of two members of 
the party well qualified to speak authoritatively. In January, 
1898, at the third annual convention of the National Association 
of Manufacturers, Postmaster-General Charles Emory Smith, in 
the presence of President McKinley, declared the principles of 
reciprocity, rightly understood to be axiomatic—* the sure key 
joined to correlative measures with which to complete the pre- 
eminence of the Republic.”* And some months later,in a calmer 
mood, Hon. John Ball Osborne, joint secretary of the reciprocity 
commission, wrote: ‘‘With the exception of the Monroe doc- 
trine, there is no policy in the United States more popular in all 
sections than reciprocity.”” 

But the attitude toward reciprocity was not the only evidence 
of tariff-reform sentiment in the Republican party between the 
years 1896 and 1899. With the triumph of the party in 1896a 
revision of the tariff was of course necessary in order that the 
party might follow a consistent policy. Still, though a tariff 
law was demanded which should meet a yearly deficiency in the 


public revenues approximating twenty-five millions of dollars, 


the revision of the schedules was undertaken in a distinctly 
conservative spirit. Notwithstanding the criticisms of the 
Dingley law as an extreme measure, the average rate it levied 
was considerably lower than that of the McKinley bill. The 
attitude of the party and party leaders was well expressed by 
Senator Aldrich, of the Finance Committee, during the debate 
on the bill when he said: 


The majority of the committee believed that, if a thorough revision of 
our revenue laws is necessary, it should be carried out in a conservative 
spirit It was .... thoroughly understood throughout the country in 


* New York 7ridune, January 28, 1898. 
“The Development of the Policy of Reciprocity,” Forum, August, 1898, p. 683. 


3Fifty-fifth Congress, first session, Mr. Dingley in Congressional Record, p. 122. 
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the last political campaign that, if the Republican party should again be 
entrusted with power, no extreme tariff legislation would follow.... . It 
was believed that in the changed condition of the country a return to the 
duties imposed by the act of 1890 would not be necessary even from a pro- 
tective standpoint." 

In the same conservative spirit the National Association of 
Manufacturers, in anticipation of the revision, expressed its 
opinion in a resolution, ‘that the rates of duty should be made 
as low as possible consistent with fair protection.”? And the 
New York 7ridbune after the enactment of the law commended 
it as “‘strongly in line with enlightened and progressive protec- 
tion, that such changes toward lower duties should take place 
whenever the demonstrated ability of home industries to resist 
competition in one branch after another warrants it.”3 The fre- 
quent assertions during the next two years that the tariff was no 
longer necessary; the statement of President McKinley early in 
1899 that ‘‘we have quit discussing the tariff and have turned 
our attention to getting trade wherever it can be found;” and 
the formal enunciation of the open-door policy, are further indi- 
cations of the tariff-reform mood of the Republicans and show 
that this tendency continued strong down to the time of the 
adoption of the colonial policy. : 

Aside from this liberalizing tendency, however, there was no 
evidence of a change in the tariff situation. There was no shift- 
ing of the grounds upon which the tariff was advocated. If it 
was still deemed essential, it was for the protection of the home 
market, But the prevailing sentiment at the close of this period 
seemed to be that the tariff had performed its mission of estab- 
lishing and fostering young industries; that the time had come 
to contemplate its reduction; and that its further usefulness was 
mainly as an instrument by means of which, through reciprocal 
concessions, foreign markets might be opened up to our growing 
surplus of production. Such, in the main, was the tariff situation 
when it became necessary to legislate for our new colonial 
possessions. 

The attempt to frame a law for Porto Rico was the first sig- 

* Fifty-fifth Congress, first session, Mr. Aldrich, zdid., p. 1227. 


2New York 7rtune, December 9g, 1896. 3 Jbid., July 9, 1897. 
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nificant event in the imperialistic period. This attempt was 
signalized by a most pronounced change in the tariff situation. 
No sooner had President McKinley’s message announced it to 
be our plain duty “to abolish all customs tariffs between the 
United States and Porto Rico and give her products free access 
to our markets,” than the harmonious advance of opinion along 
liberal lines was suddenly checked. Almost at once the lobbies 
were filled and the committees besieged by representatives of 
the protected interests, unalterably opposed to the president’s 
proposition. It was in vain that the Senate Committee on the 
Pacific islands and Porto Rico brought out unimpeachable evi- 
dence proving that the island was on the verge of ruin and that 
the United States had materially contributed to this result." It 
was in vain that the best authority deemed free trade the only 
feasible means to the salvation of Porto Rican industries, and 
demonstrated that this remedy for the woes of the island could 
not appreciably injure any industry in the United States. The 
opposition was inflexible, and for a time its attack upon Con- 
gress seemed irresistible. The Republican leaders, who had 
hastened to initiate legislation in accordance with the president’s 


views, became equally amenable to the commands of the pro- 


tected interests. 

But the ideas of the past three years were not to be thus 
easily overborne. The complacent party leaders soon found 
themselves squarely opposed by a formidable tariff-reform force 


*“During the period of hostilities, bandits and outlaws raided the island 

By the disturbance of trade conditions and by the war itself, commerce and social 
conditions were greatly disturbed. Laborers and proprietors were so terrified that 
industrial work was curtailed The currency of the island was discredited.” 
Coupled with this social and economic disturbance came the loss of her markets, 
especially with Cuba and Spain, so that six months or a year after the American occu- 
pation the conditions on the island were much worse than before the troops had 
landed. Then came, on August 8, 1899, a fearful tornado. By this “the growing pro- 
vision crops of half a million people were destroyed ; the shelters of a quarter of a 
million were blown away; the roads were washed out and obstructed ... . twenty- 
seven hundred people were killed, besides many thousands of cattle ;” and finally, “‘ the 
coffee crop for 1899, worth, probably, 15,000,000 pesos, was practically blown out of 
existence.” — Testimony of Governor-General George W. Davis before the Senate 
Committee on Pacific Islands and Porto Rico, Fifty-sixth Congress, first session, Sen- 
ate Document 147. 
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backed by the moral sentiment of the country. In this dilemma, 
with no escape by economic argument, the question was raised 
into one of far-reaching constitutional significance. From the 
exclusionists came the cry that no concessions must be made to 
Porto Rico which should establish a binding precedent in our 
dealings with other and less civilized colonial possessions. 
Behind this cry was evidently an economic animus of portentous 
significance. But it served the purpose. Rallying about it the 
protected interests could not be defeated. Equally determined, 
however, were the liberal forces, and, supported by public 
sentiment and their political opponents, they presented a formi- 
dable front. Under these circumstances, compromise was the 
only salvation of the party. And though at last a compromise 
was won which did not in itself seriously belie the liberal move- 
ment of the past three years, the inevitable conflict which 
colonial possession had aroused had already effectually checked 
the movement toward tariff reform, and more than once had 
threatened to result in a law transforming the tariff from a pro- 
tective measure into an instrument of colonial exploit. 

No better proof of these statements can be found than the 
bare succession of events in Congress. First came the presi- 
dent’s message in December, 1899, breathing a spirit at once 
liberal and benevolent, voicing apparently the sentiment of the 
party and the country. To this the response from both houses 
was prompt and compliant. In the Senate Mr. Foraker, chair- 
man of the Committee on Pacific Islands and Porto Rico, 
introduced on the 3d of January a bill for the civil government 
of the islands granting free entry for its products into the 
United States. In the House, Mr. Payne, chairman of the 
Committee on Ways and Means, brought forward on the Igth 
a bill extending the laws of the United States relating to cus- 
toms and internal revenue to Porto Rico. Then came a sudden 
change. On the 24th Mr. Platt, of the Senate committee, 
announced an amendment to the Senate bill which proposed the 
imposition of 80 per cent. of the Dingley rates on goods passing 
between Porto Rico and the United States. The committee 
accepted the principle of this amendment, and on the 5th of 
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February reported favorably a measure imposing 20 per cent. of 
the Dingley rates each way. Meanwhile the same influence had 
been working in the House. Here, on January g, Mr. Payne, 
on behalf of the Ways and Means Committee, presented, as a 
substitute for the free-trade measure previously introduced by 
him, a bill following the lead of the Senate committee, but 
raising the duties to 25 per cent. of the Dingley rates. 


Thus were the recommendations of the president violated by 


the party leaders in both houses. But the threatened conflict 
between the legislative and executive departments did not arise. 
It was suddenly announced, about the middle of February, that 
the president had changed his mind and would accept a tariff 
measure for the colonies. The House bill therefore became the 
party measure, and as such, amended in concession to the liberal 
and benevolent elements‘ but unchanged in principle, it passed 
the House on the last day of February. 

On the first day of March the House bill was laid before the 
Senate and referred to the Committee on Pacific Islands and 
Porto Rico. Without leaving the chamber, this committee 
reported favorably on the bill, accepting its main tariff pro- 
visions and incorporating them into a general scheme for the 
civil government of the island. Then ensued one of the most bit- 
ter legislative struggles of recent years. The exponents of the 
protective interests were firm in their refusal to yield the markets 
of the United States to the products of Porto Rico. The repre- 
sentatives of the exporting interests were equally determined to 
secure the markets of Porto Rico for the products of the United 
States. Between these warring factions the great mass of the 
party stood bewildered, the protectionists playing into the 
hands of the one faction, the liberals, from principle or senti- 
ment, into the hands of the other. 

Soon the logical outcome of such a situation began to appear. 
On March 7 it was stated that the Senate was about to accept 
an amendment to the tariff proposition which would allow the 
breadstuffs of the United States to enter Porto Rico free of 
duty. This was expected to purchase the support of the North- 


* The duties each way were reduced to 15 per cent. of the Dingley rates. 
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west.* On the 12th it was found that there was a pretty strong 
sentiment in favor of the free admission of cotton cloths, along 
with breadstuffs, and there seemed every probability that the 
bill would be thus amended.? The next day the Washington 
Post reported : 

The present outlook is that the Foraker bill for the civil government of 
Porto Rico will pass the Senate with its tariff provisions modified so as to 
admit American products into the island free of duty, while retaining the 15 
per cent. of the Dingley tariff rates imposed by the House bill upon all Porto 
Rican products imported into the United States.3 

This compromise Senator Foraker was reported willing to 
accept. Its significance was of course perfectly apparent. It 
was a plan for colonial exploit pure and simple. Taken in con- 
nection with the proposed extension of our navigation laws to 
Porto Rico and the exclusion of foreign goods by the erection of 
the Dingley tariff about the island, it revived the eighteenth 
century method of enriching the home producer, merchant, and 
carrier at the expense of a colonial possession. To be sure, all 
this was offered the colony sugar-coated. Her representatives 
were told that we had only the best interests of her people at 
heart; that we desired merely to establish a precedent for deal- 
ing with the half-civilized tribes of the Orient; and the cloak of 
philanthropy was wrapped about the whole transaction by the 
proposition to refund all the duties collected on Porto Rican 
goods for the maintenance of the insular government and the 
improvement of insular conditions. Fortunately the survival of 
the liberal sentiment, consistency, and the sense of common jus- 
tice prevailed against this proposition. After nearly a month 
it was definitely defeated, and the legislation which finally 
resulted merely asserted the principle that Congress had power 
to legislate at will for the new insular possessions. But the 
reconciliation of imperialism and the tariff had been foreshad- 
owed. 


The spirit of the Porto Rican debate furnished no sharper 
contrast with the immediate past than the complete overthrow of 


* Washington Post, March 7, 1900. 3 Jbid., March 13, 1900. 


2 Jbid., March 12, 1900. 4 Ibid., March 14, 1900. 
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the reciprocity movement which followed soon after the initiation 
of the colonial policy. Concurrently with the Porto Rican 
struggle a great opposition developed to the treaties negotiated 
by Commissioner Kasson. These treaties had been presented to 
the Senate early in December, 1899, under apparently favorable 
circumstances. Immediately after the holidays, however, it 
became apparent that a determined effort would be made to pre- 
vent their ratification. The administration, honestly committed 
to the reciprocity ¢ause, urged forward the French treaty as a 
test case, and it was about this incident that the battle raged. 
The onslaught of the lobby was immediate and vigorous. 
The extraordinary unanimity of sentiment which the committee 
on reciprocity had found in 1896 was again illustrated. But it 
was unanimity of another sort. Hardly one of the sixty-nine 
articles or classes of articles on which reductions were proposed 
by the treaty but found protesting champions. Nor was this 
opposition roused for the sole purpose of defeating this special 
manifestation of the reciprocity principle. It had also in mind 
the overthrow of the general reciprocity policy. This is shown 


by the fact that the opponents of this treaty sought to make 
common cause with the interests specially opposed to free trade 
with Porto Rico; for it was evident that, once an import tax 
were levied against Porto Rican products, concessions to other 
West Indian islands would have the appearance of unfair dis- 


crimination against our own colony. 

In the Senate itself the anti-reciprocity campaign was astutely 
conducted, and was surprisingly successful. In anticipation 
of a favorable report of the treaties by the Senate Com- 
mittee on Foreign Relations, a combination of their opponents 
among the senators was formed with a definite program which 
contemplated the immediate reference of. the treaties to the 
hostile Committee on Finance. This combination proved 
effective. Early in March it became evident that nothing could 
be done against it. The administration, therefore, discreetly 
withdrew from the contest, and for two years the report of the 
treaties by a committee favorable to them was prevented. Thus 
the general reciprocity movement was defeated in Congress 
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‘The treaties died without discussion in the Senate in open or 
executive session.’’? 

The defeat of the reciprocity treaties in Congress, however, 
was but one step toward the complete overthrow of the general 
reciprocity policy. The action of the Senate still lacked the 
sanction of the party. Realizing this, President McKinley quietly 
secured the extension of the time allowed for the ratification of 
the treaties and continued boldly to advocate the principle 
which they represented. In his letter of acceptance, September 
8, 1900, in his annual message to Congress, in his inaugural 
address the following spring, he committed the administration 
to the general principle of reciprocity without quibble or equivo- 
cation and sought to bind the party to its support. 

But the influence which had wrought in the Senate was work- 
ing in the party. In spite of his immense personal popularity, 
in spite of the growing demand for broader foreign markets, 
upon which he based his argument, the president could not com- 
mand the support of his followers upon this point. The party 
favored reciprocity, but it was not the reciprocity advocated by 
the president, which contemplated some sacrifice of protection 
for the sake of broader markets. It was rather, as stated in the 
Republican platform in 1900, reciprocity ‘‘so directed as to open 
our markets on favorable terms for what we do not ourselves pro- 
duce in return for free foreign markets.” 

Thus matters stood until the summer of 1901, when the con- 
tinued desire for the extension of foreign trade and the anxiety 
caused by the action of European governments, which were levy- 
ing countervailing duties called the National Association of Man- 
ufacturers to a more serious consideration of the reciprocity 
problem. The result was a decision, on the 4th of September, 
to issue a call for a reciprocity convention “for the purpose 
of clear comprehension and expression of public sentiment.” 
The next day President McKinley, in the famous Buffalo speech, 
stated in clear and unequivocal terms the real character and sig- 
nificance of the reciprocity movement to which the party had, in 
1897, committed itself: 


* Senator Mason, Fifty-seventh Congress, first session, Congressional Record, p. 626. 
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The period of exclusiveness is past. The expansion of our trade and 
commerce is the pressing problem. Commercial wars are unprofitable. A 
policy of good-will and friendly trade relations will prevent reprisals. Reci- 
procity treaties are in harmony with the spirit of the times; measures of 
retaliation are not. If perchance some of our tariffs are no longer needed for 
revenue or to encourage and protect our industries at home, why should they 
not be employed to extend and promote our markets abroad ? 

The president’s speech was the signal for an immediate and 
widespread agitation. It inaugurated the second and final phase 
in the reciprocity struggle. For a time it appeared that no con- 
sensus of opinion was possible, but as the date for the meeting 
of the convention approached, it was evident that its pronounce- 
ment would be unequivocal in spirit, if not in words, and that its 
verdict would be final.’ 

The convention met in Washington on November Ig. Atthe 
opening session Temporary Chairman Tompkins woke the enthu- 
siasm of the delegates and expressed the sentiment’ of the con- 
vention as awhole bya “rattling speech” in which he pro- 
nounced for the ‘‘maintenance unimpaired of the present tariff 
system with such reciprocity arrangements as would admit free 
to the markets of this country only such commodities as are not 
produced here.” ? This speech foreshadowed the final resolution 


of the convention, adopted almost unanimously. 


That this convention recommends to Congress the maintenance of the prin- 
ciple of protection for the home market, and to’open up by reciprocity oppor- 
tunities for increased foreign trade by special modifications of the tariff in 
special cases, only whereitcan be done without injury to any of our home inter- 
ests of manufacturing, commerce, or farming. 

Any doubt as to the true interpretation of this resolution was 
set at rest by the comments of the press. In these resolutions, 
said the New York 7ridune, ‘there ® a complete repudiation of 
the work done by Reciprocity Commissioner John A. Kasson, 

™“Tt is confidently predicted that the convention will define the attitude and 
expectations of the business interests of the nation on the reciprocity question so 
clearly that timid Congressmen cannot go astray when they assemble in Washington 
in December, and that there will no longer be cause for anybody to misunderstand the 


program, policies, and purposes by which the néw Congress, overwhelmingly Republi- 
can in both branches, will be guided.—New York 7ridune, November 13, 1901. 


2 Jbid., November 20, 1901. 
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and an even plainer note warning the Senate no longer to con- 
sider the Kasson treaties now pending.”* That this was the 
interpretation of Congress and the Republican party was soon 
evident. Reciprocity must be regarded as the handmaiden of 
protection, said President Roosevelt in his annual message, and 
while he called the attention of the Senate to the reciprocity 
treaties, he did not recommend their ratification. ‘‘We must 
have no reciprocity at the expense of protection,’’? said Sen- 
ator Foraker. And a member of the house, equally influen- 
tial in the party, later in the session thus expressed his own 
sentiment and the party attitude, while at the same time fur- 
nishing a thoughtful commentary upon the resolution of the con- 
vention: ‘When,’ he said: “you can bring me a reciprocity 
proposition so framed that it will injure no industry, remove the 
protection enjoyed by none, and arouse no opposition on the part 
of those who manufacture the articles to which it relates, I will 
favor the scheme.’’3 

Thus the net results of the two years’ struggle were first, to 
change the meaning of reciprocity as defined by the Republican 
party so that it no longer implied a sacrifice of protection for 
the sake of broader markets, but, as in the act of 1890, denoted 
a policy by which an advantage might be gained abroad without 
any real concessions at home; and, secondly, to annihilate the 
general reciprocity movement. 

Many weighty reasons might be assigned for the overthrow 
of the reciprocity movement so soon after it had been inaugu- 
rated with such “unanimity of sentiment.’ Not the least potent 
was undoubtedly the inevitable difference betweena theory and a 
condition. Reciprocity as a mere theory roused many hopes 
and injured no one. Reciprocity embodied in a specific instru- 
ment guaranteed no immediate gains and threatened the profits 
of many. Some men, especially in the Senate, were weaned 


from the reciprocity ideas of 1897 by the scheme for a minimum 


and maximum tariff whose potency had been so. thoroughly 
demonstrated by Germany and France. Moreover, as prosperity 


*/bid., November 21, 1901. ?Washington fost, November 20, 1901. 


3 Journal of Commerce and Commercial Bulletin, June 25, 1902. 
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increased, there was a general and growing disposition to let 
well enough alone. But beyond these grounds of opposition it 
is not altogether unreasonable to believe that another potent 
force was working. It is a significant fact that the overthrow 
of the reciprocity movement was concurrent with the practical 
establishment of the imperialistic policy. Imperialism, carried 
to its complete fruition, does away with the need for reciprocity. 
Imperialism, merely in its initial stages, points the way to free 
foreign markets without the strain of increased competition at 
home. Colonial dependencies whose markets are open to usalone, 
and whose soil furnishes us with products complementary to our 
own, solve the problem of broader markets, at least in theory. 
And, while it would without doubt be absurd to say that reciproc- 
ity was discredited because of the deliberate purpose to secure 
the immediate broadening of our markets by the imperial 
method, the coincident establishment of the one policy and 
overthrow of the other, the growing unwillingness to break down 
the protective system, and the repeated declarations in favor of 
a policy which should secure free markets for our products 
abroad, while admitting free at home only those goods which we 


do not produce —all these things lend color to the idea that the 
overthrow of the general reciprocity policy may be counted as 


due to the development of the imperialistic ideal. 

The influence of imperialism upon the tariff, established in 
the Porto Rican struggle and carried forward in the overthrow 
of the reciprocity movement, advanced most decidedly in our 
dealings with the Philippines. This fact is the more significant 
because of the peculiar circumstances connected with our acqui- 
sition of the islands. By the treaty of Paris we had bound our- 
selves for a term of ten years to accord to Spain the same 
privileges in regard to trade in the Philippines which we our- 
selves enjoyed. Moreover, we had signalized our entry into the 
Orient by a most forcible enunciation of the open-door policy.’ 
It followed that no monopolization of the Philippine trade 

* President McKinley repeatedly declared the United States in favor of the open- 
door policy in the East, and Secretary Hay entered into diplomatic correspondence 


with foreign nations, as a result of which several of the leading European nations, in 
a measure, guaranteed the maintenance of the open door in the East. 
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through the erection of a higher tariff against a foreign nation 
than against ourselves was possible. Hence, also, the motive 
for discriminating against the industry of the islands by allow- 
ing American goods to enter their ports on better terms than we 
accorded to their products in our markets, was wanting. 

Nevertheless, a discriminating tariff was quietly foisted upon 
the Philippines at the same time that a way was found through 
the tariff of favoring American as against foreign products. 
This discrimination against colonial products, the suggestion of 
which had in the Porto Rican debate been definitely set aside by 
the Republican party, was accepted apparently as a matter of 
course, and no protest was raised against the evasion of treaty 
obligations or the violation of the open-door principle. 

The history of this imperialistic coup can be briefly told. 
After the cession of the Philippines to the United States, the 
Dingley rates were as before collected on their imports into this 
country. In the islands the old Spanish tariff, modified from 
time to time by the War Department, continued in force. A 
desire was, however, soon manifested for revision in the inter- 
ests of American producers. This was expressed by General 
Otis, who, in a letter dated April 14, 1900, said : 

I desire to say that a reduction in tariff rates on such products as are 
extensively imported from the United States would be beneficial to the )usi- 
ness interests of the country and tothe Philippine people, but those products 
which Europe produces to a very large extent would reduce our revenue and 
give no compensating advantages Foreign merchants here would 
import in Spanish vessels by way of Barcelona and other ports of Spain. 
. . . » Hence, Europe would reap the advantage of our trade.' 

In response to this feeling an order was issued June Ig, 1900, 
directing a general revision of the tariff by a board of army offi- 
cers. On July 13 this board entered on its task at Manila. 
Hearings were held, and after diligent work the results were 
turned over to the newly appointed Philippine commission. 
Until December 29, 1900, the commission continued the labor 
of revision, when the combined results of the efforts of board 
and commission were forwarded to the War Department at 


*“Correspondence Relating to the Philippine Customs Tariff,” Fifty-seventh 
Congress, first session, Senate Document 171, p. 18. 
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Washington. Here the schedules were printed and sent to busi- 
ness interests throughout the country with a request for sugges- 
tions and recommendations. In other words, the special 
industries interested actually or prospectively in finding a mar- 
ket for their products in the Philippines were invited to assist in 
framing a tariff against their goods. 

The correspondence which resulted is exceedingly interesting 
from the standpoint of the influence of imperialism upon the 
tariff. There was an almost universal demand on the part of the 
special industries concerned for lower rates in the interest of the 
American producer. There was an entire absence of consideration 
for the effect upon the producers in the Philippines. Moreover, 
from more than one industry came the demand, in spite of the 
treaty with Spain and the obligations imposed by the open-door 
policy, that the schedule should be so constructed as to favor 
the American as against the foreign producer in the Philippine 
market. Such discrimination, it was pointed out, could be 
effected by means of special descriptions of goods without resort- 
ing to preferential rates. For example, it was suggested that, 
as American manufacturers do not size or weight their cotton 
goods, which is the custom with foreign manufacturers, Ameri- 
can goods could be favored by assessing the rate of duty by 
weight without removing the weighting materials ;‘ and, again, 
that, as Californian wines contain less than 12 per cent. alcohol, 
the duty on such grades might be lowered, thus giving an 
advantage in favor of California wines as a partial offset to the 
prestige already enjoyed by Spanish wines in the Philippines.? 
Thus for three months and a half the suggestions of the special 
interests were heard. Then the schedules were carefully revised, 
and returned to Manila, where they were again considered by 
the commission, and finally promulgated September 17 to take 
effect November 15, Igo!. 


The tariff law thus foisted upon the Philippines by the Ameri- 


can producers effected a tremendous discrimination against the 
products of the islands. While the commission tariff levied 


*Fifty-seventh Congress, first session, Senate Document 171. 


2 Jbid. 
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duties varying from 15 to 30 per cent.‘on American goods 
shipped into the islands, the full Dingley rates were collected on 
Philippine products coming into the United States. Nor was 
this the full extent of discrimination, for on hemp, indigo, rice, 
sugar, cocoanuts, and tobacco—chief products of the islands 
—there was levied in addition an export tax. This discrimina- 
nation can be accounted for only on the supposition that the 
Taft commission did not expect the Dingley rates to be con- 
tinued against the islands. 


But such discrimination against the Philippines was by no 


means the most significant feature of the commission tariff. 
Through descriptions of goods, devised so as to favor American 
products, it also discriminated against the foreign producer. 
Nor is it possible to find any legitimate excuse for this violation 
of treaty obligations and avowed policy. Indeed, the corre- 
spondence between the officials at Washington and the Ameri- 
can producers concerning the tariff reveals the somewhat remark- 
able fact that high government officials were engaged with 
the producers in a deliberate attempt to effect this discrimina- 
tion. This statement is perhaps sufficiently proved by the fol- 
lowing letters which were written shortly after the tariff had 
been promulgated by the commission:? 


CROWN DISTILLERIES Co., 
SAN FRANCISCO, CALIF., September 30, Igol. 
Clarence R. Edwards, Lieutenant-Colonel Forty-Seventh Infantry, U.S. V., 
Chief of Division of Insular Affairs, Washington, D. C. 


DEAR SiR: I permit myself the pleasure of expressing not only my per- 
sonal thanks, but those of the trade in which I am concerned and interested, 
for the patriotic impulse which prompted the consideration manifestly given 
the American export interests in the framing of the Philippine tariff. It isa 
matter of general recognition that our officials in their desire to prefer 
American interests have been hampered by the treaty of Spain, but all admit 


*Statement by Governor Taft before the Philippine committee, Hearings before 
the Committee on the Philippines in Relation to Affairs in the Philippine Islands, Fifty- 
seventh Congress, first session, p. 153. F 


2“Correspondence Relating to the Philippines Customs Tariff,” Fifty-seventh 
Congress, first session, Senate Document 171, pp. 260, 261. 
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that as the tariff is now framed, a decided advantage has been gained and 
will be realized. 
I have the honor to remain, 
Yours very truly, 
(Signed) E. R. LILIENTHAL. 


To this letter Colonel Edwards replied as follows: 


WAR DEPARTMENT, OFFICE OF THE SECRETARY, 
DIVISION OF INSULAR AFFAIRS, 
WASHINGTON, D. C., October 14, Igo!. 
Sir: I have the honor to acknowledge the receipt of your letter of Sep- 
tember 30 expressing your satisfaction with the consideration given American 
export interests in the new Philippine tariff. To receive such recognition of 
effort made from those interested cannot be otherwise than gratifying to 
those who have participated in the framing of the tariff. 
Very respectfully, 
(Signed) CLARENCE R. EDWARDS, 
Chief of Division. 
Mr. E, R. LILIENTHAL. 


This collusion, moreover, was not confined to the isolated 
instance here exposed. In several cases discriminations openly 
suggested by producers in correspondence with the Washington 
officials were incorporated into the tariff as promulgated by the 


commission. Moreover, after the meeting with Congress, 
Colonel Edwards assured the Republican members of the Ways 
and Means Committee of the ‘care taken by the Department to 
adjust the tariff rate to the interested industries."’ ‘‘ While no 
different duty in favor of American products is openly men- 
tioned,” he said, ‘“‘ The articles were so described in the tariff as 
to allow an advantage to American goods.” ‘This was particu- 
larly true of. canned goods which had a decided advantage over 
foreign canned goods.”’* 

It remained to see whether Congress would sanction this 
double method of discrimination. The question was soon 
brought to an issue. On December 2 the Supreme Court ren- 
dered a decision in the “ fourteen diamond rings case,” which 
by declaring the Philippines domestic territory, rendered the 
Dingley tariff non-effective against the goods coming from the 
islands. Congress was at once roused to action, for, with no 


* Washington Fost, December I1, 1901. 





AMERICAN COLONIAL POLICY AND THE TARIFF 215 


tariff on Philippine goods, it was feared that sugar and tobacco 
would be shipped in to the detriment of American producers. 
In this emergency a bill was at once drafted by Mr. Lodge and 
on December 4 introduced in the Senate. On the roth, Mr. 
Payne introduced a bill in the House, which was referred to the 
Ways and Means Committee. Three days later the committee 
reported as a substitute for the Payne bill a measure essentially 
modeled upon that proposed in the upper House. This bill was 
referred at once to the Committee of the Whole House, was 
taken up on the 17th, debated two days, and passed. 

The bill thus hastily pushed through the House aimed to 
restore and legalize the conditions existing prior to the Supreme 
Court decision. That is to say, it gave to the commission tariff 
legislative sanction and restored the Dingley rates on imports 
from the Philippines. Furthermore, because the court decision 
had made the navigation iaws applicable to the Philippines, and 
because, through a lack of American shipping in the archipelago, 
the entire suspension of trade was threatened, the bill contained 
the provision that, until otherwise provided by law, the navi- 
gation laws should not be applicable to the Philippine trade. The 
significance of this hasty action lies in the fact that it showed 
the lower house to be acquiescent in the purpose to discriminate 
against the colonies by means of the tariff, unopposed to the 
use of the tariff as a means of monopolizing the colonial 
markets for the home producer, and favorable to the monopoliza- 
tion as soon as possible of the profits of the colonial carrying 
trade. 

As in the Porto Rican struggle, the rash action of the House 
call forth protest. But the comparatively mild nature of this 
protest indicated how soon the nation had become callous to 


colonial oppression and how easily the reconciliation of impe- 


rialism and protectionism was being accomplished. However, 
influence toward moderation was brought to bear from an 
unexpected quarter. On the same day that the House passed 
the tariff bill it was reported that the Philippine commission had 
recommended the reduction of at least 50 per cent. of the Ding- 
ley rates on imports from the Philippines. This action of the 
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commission did not pass unheeded in the Senate. But the Com- 
mittee on the Philippines could not bring itself to comply fully 
with the desires of the commission. It conceded a 25 per cent. 
reduction of the Dingley rates, remitted the exports duties on 
goods shipped to the United States, and, with a few minor 
amendments, reported the House bill to the Senate on January Ig. 

Thus amended, the measure had the support of the party. 
It was in vain that Governor Taft reiterated his recommendation 
for a reduction of at least 50 per cent., supplementing this rec- 
ommendation with the assurance that “we want all [the reduc- 
tion] we can get.”* The Senate willingly acquiesced in minor 
changes, tending to increase the degree of discrimination against 
foreign products,’ and, as in the Porto Rican law, provided that 
all collections on Philippine goods in the United States should 
be devoted to the uses of the islands. But it stood firm against 
any further reduction of the Dingley rates. Thus modified, the 
bill was still a measure of oppression, for the rates levied by it on 
Philippine exports in the United States were still, in general, much 
above those of the commission tariff laid on products imported 
into the islands. The Senate, however, passed the bill with its 


main provisions unaltered. The House acquiesced in the essen- 
tials amendments of the Senate, and the measure became a law 
March 8, 1902. Thus Congress sanctioned the work of the Philip- 
pine commission and drew more clearly the outlines of the impe- 


rial tariff. 


This résumé of the recent tariff movement? amply confirms the 
inference, drawn from the condition of affairs in Europe, that 


*Hearings before the Committee on the Philippines in Relation to Affairs in the 
Philippine Islands. Fifty-seventh Congress, first session, p. 153. 

?The navigation laws were to go into effect July 1, 1904. In the meantime 
foreign vessels coming into the United States from the Philippines were to pay 
tonnage taxes. “These taxes,” said Mr. Lodge, “are intended to give the United 
States vessels an advantage, and throw the trade into their hands.” Fifty-seventh 
Congress, first session, Congressional Record, p. 830. The remission of the export 
duties on shipments to the United States also indirectly discriminated against foreign 
trade with the islands. 

3The Cuban debate was merely a special phase of the reciprocity movement. It 
throws no new light on the subject under consideration, 
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the past four years have witnessed, not a struggle for supremacy 
as between imperialism and the protective tariff, but their progres- 
sive reconciliation. It shows, moreover, that this reconciliation 
has proceeded along the only possible line that could com- 
pletely obliterate the incongruities of these two policies. In 
brief, the tariff has been undergoing a transformation into an 
instrument for the exploit of colonial dependencies. The steps 
in such a transformation can now be distinctly traced. First, in 
the Porto Rican struggle the ight to use the tariff as a means, 
not merely of protection, but of colonial exploit, was asserted. 
This assertion, was accompanied, to be sure, with protestations 
of disinterested philanthropy, but its real significance was unmis- 
takable. Secondly, the idea that the tariff was a mere instru- 
ment of protection, to be gradually superseded, was discredited 
by the sudden and complete overthrow of the reciprocity move- 
ment. And though a genuine fear undoubtedly supplied the 
strongest motive behind the opposition to reciprocity, still 
the whole transaction indicated that those who had clamored 
loudest for broader markets were becoming at least dimly con- 
scious of the fact that there was a way of getting these foreign 
markets through the tariff without jeopardizing the markets at 
home by reciprocal concessions. Thirdly, the right to use the 
tariff as a means for trade discrimination against colonial pos- 
sessions was exercised in the law of the Philippine commission. 
That this actual exercise of the discriminating right hardly 
stirred a flutter of opposition showed how thoroughly imperial 
tariff ideas had been assimilated. Lastly, in the revision of the 
Philippine tariff by American producers, the discrimination 
having already been established against the islands in trade with 
the mother country, the tariff was used as a means of preventing 
trade between the colony and foreign nations. 

The significance of these four transactions cannot be overesti- 


mated. Taken together with other strands in our colonial policy, 
they laid the foundation for a system no whit removed in prin- 
ciple from that which brought down anathemas upon the old 
Spanish empire. We have hampered the development of our 
dependencies by forcing upon them our immigration laws. We 
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have indicated our purpose to monopolize their carrying trade 
by means ot our navigation laws. We have established the 
principle and begun the practice of tariff discrimination against 
them. We have taken steps toward the monopolization of their 
commerce. It needs but the development of this practice to 
erect complete the old colonial system of oppression. 

We cannot dispose of this matter by an appeal to the love of 
liberty and justice imbedded in the American social constitu- 
tion. It is not necessary to postulate sinister designs on the 
part of our legislators or the dominant party in order to account 
for the results thus far, or to justify a gloomy view of the future. 
These conditions which have been established were not the 
result of deliberate design. They were the inevitable outcome 
of the conditions. It is in this fact that the danger lies. These 
conditions sprang naturally, not from the collusion, but from the 
clash, of selfish interests. Congress faced, before the acquisition 
of the islands, two determined factions. On the one hand were 
the exporting industries demanding government action to secure 
concessions for their products in markets abroad. On the other 
stood the protected interests clamoring against concession to 
foreign goods at home. So long as we possessed no subject 
territory, the logical result was high protection and reciprocity — 
a measure of concession to both parties. But the moment that 
we came into possession of subject territory, a new condition 
was created. The logical result now was free entry of our 
goods into the subject territory to satisfy the first faction and a 
tariff against the goods of the dependency to satisfy the second ; 
in other words, the transformation of the tariff into an instrument 
of imperialistic exploit. 

Given the conditions, this result was inevitable. To be sure, 
this process has not as yet gone far in practice. But the great 
danger is that what has thus far resulted from a blind struggle 
of opposing interests, mainly for self-protection, may be carried 
forward by design. This blind struggle has shown the importing 
and protected industries how to reconcile their interests to their 
mutual advantage. They have only to unite on imperiaiism and 
the tariff to secure at once cheap raw materials and exclusive 
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markets, while retaining the coveted monopoly of the home 
market. Sooner or later, imperial conquest, with such advan- 
tages, is bound to result in the dream of the self-sufficing 
economic unit, within which, by means of a tariff about the 
whole empire, unlimited markets can be had without a life-and- 
death struggle with well-equipped competitors. With the cher- 
ishing of this dream, what at first resulted from the blind struggle 
of opposing interests becomes a conscious object of pursuit. 
This explains the frequent concurrence in the world’s history of 
the high protective tariff and imperialism. This explains also 
the struggle now going on in Europe between Germany, Russia, 
Italy, and France for the control of the remote corners of 
the earth. It is toward this fatal mzlstrom that we have been 


drifting. 


R. F. Hoxie. 


UNIVERSITY OF CHICAGO. 





GERMAN-AMERICAN “MOST FAVORED NATION” 
RELATIONS. 


I. EARLY GERMAN-AMERICAN TREATY RELATIONS. 


GERMAN-AMERICAN legal relations first found expression in the 
commercial treaties of 1785, 1799, and 1828 between the United States 
and Prussia, and of 1827 between the United States and the Hanseatic 
republics of Hamburg, Liibeck, and Bremen. These treaties purport 
to establish ‘a firm, inviolable, and universal peace and sincere friend- 
ship” between the contracting parties and to guarantee “a reciprocal 
liberty of commerce and navigation,” as well as the rights of the “most 
favored nation ’”’ in their commercial relations with one another. These 
rights of the most favored nation are defined in Arts. V and IX of the 
Prussian treaty of 1828. The former reads as follows: 

No higher or other duties shall be imposed on the importation into the 
United States of any article the produce or manufacture of Prussia, and no 
higher or other duties shall be imposed on the importation into the kingdom 
of Prussia of any article the produce or manufacture of the United States, 
than are or shall be payable on the like article being the produce or manu- 
facture of any other foreign country. Nor shall any prohibition be imposed 
on the importation or exportation of any article the produce or manufacture 
of the United States, or of Prussia, to or from the ports of the United States 
or to or from the ports of Prussia which shall not equally extend to all other 
nations (Art. V). 

Art. 1X states : 

If either party shall hereafter grant to any other nation any particular 
favor in navigation or commerce, it shall immediately become common to the 
other party, freely, when it is freely granted to such other nation, or on yield- 
ing the same compensation, when the grant is conditional. 


Similar treaties were negotiated between the United States and 
Hanover (1840 and 1846), Oldenburg (1847), and Mecklenburg- 
Schwerin (1847), so that at the time of the formation of the present 
German empire, most-favored-nation agreements existed between the 
United States on the one hand, the German states of Prussia, Olden- 
burg, and Mecklenburg-Schwerin (Hanover having been absorbed by 
Prussia in 1866), and the Hanseatic cities of Bremen, Hamburg, and 
Liibeck. 
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II. APPLICABILITY OF EARLY TREATIES TO THE EMPIRE. 


With the inauguration of the new imperial government in 1871 the 
relation of these several treaties to the United States and to the empire 
naturally suggested itself. It appears, however, at first, when German- 
American commercial relations were of comparatively less importance, 
that the Prussian treaty of 1828 was tacitly regarded by both the 
American* and the German governments as applicable, not only to 
Prussia, but to the entire German empire, and a similar interpretation 
was applied to the Bancroft naturalization treaties of 1868 between the 
United States and the North German Confederation, Bavaria, Wiirtem- 
berg, and Hesse. 

As German-American relations became more important, and there- 
fore more conflicting, this interpretation did not stand the test of 
practical politics.* The imperial government, finding the returning 
American citizen of Alsatian birth a disturbing factor in Alsace-Lor- 
raine, denied in 1880 the applicability of the Bancroft treaties to the 
‘“‘Reichsland,” although Mr. White, at that time the American minister 
at Berlin, showed very clearly that Germany had tacitly recognized this 
interpretation for nearly ten years.* On the other hand, the German 
government has, in late years, shown more and more a tendency to 


emphasize the applicability of the Prussian treaty of 1828 to the empire, 
while the American government has, at the same time, been equally 
emphatic in denying this claim and in asserting that the treaty regu- 
lates only the commercial relations between the United States and 
Prussia, although this interpretation does not apparently affect more 
advantageously the economic interests of the former.‘ 


III. GERMAN AND AMERICAN MOST-FAVORED-NATION CONCEPT. 


Another point in the discussion which needs elucidation is the 
difference of views held by the two governments as to the content of 
the most-favored-nation right. From the first it has been the uniform 

* Consult United States Minister Kasson’s discussion with Bismarck (7. O. Wo. 77, 


October 28, 1884), referred to by Secretary of State von Marschall in his speech in the 
Reichstag on May 8, 1897. 

*Secretary Gresham stated in 1894 (Foreign Relations, p. 237) that “the stipula- 
tions of these two articles (V and IX) placed the commercial intercourse of the United 
States and Prussia, not the entire German empire, on the most-favored-nation basis.” 
Similar views are expressed by Secretary Olney (Miscellaneous Document, Senate, 52) 
and by Secretary Sherman on January 31, 1898. 

3 Foreign Relations 1880-81, p. 441. 


‘Fisk, Handelsbeziehungen zwischen Deutschland und Amerika, p. 238. 
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principle of the United States that “a covenant to give privileges 
granted to the most favored nation only refers to gratuitous privileges, 
and does not cover privileges granted on the condition of a reciprocal 
advantage.”’' In other words there is no opposition between a reci- 
procity arrangement with one country and a most-favored-nation agree- 
ment with another. In fact, this principle is not only expressly 
recognized in Art. 1X of the Prussian treaty, but has also been incor- 
porated in other German treaties,* although her recognition of the 
principle has not been so consistently uniform as that of the United 
States. The imperial government distinguishes between an unrestricted 
(Art. V of treaty of 1828) and a restricted (Art. 1X) most-favored-nation 
agreement in her commercial relations with other countries.? The 
point is very clearly stated by the German writer Calwer in the follow- 
ing words: 

Our relations with France are based upon an unrestricted most-favored- 
nation agreement. According to the Frankfort treaty (1871) we must grant 
to France gratuitously every tariff concession made to England, Belgium, 
Holland, Switzerland, Austria, and Russia. In connection with this legal 
relation with France Art. [X of the Prussian-American treaty loses its entire 
meaning. ‘There follows indirectly from this affirmation of the principle of 
reciprocity (z. e., Art. [X) the legal claim of the United States to unrestricted 
most-favored-nation rights. Since all advantages accrue to France without 
reciprocal compensations, such compensations can no longer be demanded of 
the United States. 

In other words, Germany has placed herself in the position of being 
morally obliged to grant to the United States unrestricted most-favored- 
nation privileges, while she can only claim restricted privileges in return. 
Nor could the United States grant other than these restricted rights 
without departing from her uniform policy and disturbing her most- 
favored-nation relations with other powers. If we bear in mind these 
distinctions, it will aid us in understanding the legal relations existent 
between the German and American governments. 

IV. AMERICAN-HAWAIIAN RECIPROCITY TREATY, 1875-78. 

The question came up for discussion in connection with the reci- 
procity treaty of 1875 between the United States and Hawaii. Ger- 
many showed a tendency to claim from Hawaii privileges similar to 
those granted to the United States. Mr. Carter, the Hawaiian com- 

"WHARTON, /nternational Law Digest, Vol. U1, § 205. 

*? HOLTZENDORF, Handbuch des Vithkerrecht, Vol. U1, § 205. 


°CALWER, Die Meistbegiinstigung der Vereinigten Staaten, p. 17. 
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missioner to Europe, reported to his government from Berlin, under 
date of June 25, 1878, that his negotiations with that government were 
retarded by its reluctance to make a commercial treaty without provid- 
ing for the fullest equality in respect to import duties. He adds: 

rhey, however, finally acknowledged that the peculiar circumstances of 
our position justified them in so doing, and an article was framed by which it 
was agreed that the special advantages granted to the government of the 
United States, in consideration of equivalent advantages, should not, in any 
case, be invoked in favor of Germany,' 


V. GERMAN DIFFERENTIAL RAILROAD RATES, 1884. 


There is another phase of German policy which has an important 
bearing on the question at issue, and that is the application of differ- 
ential rates on German state railroads. Correspondence on this point 
passed in 1884 between Mr. Kasson, the American minister at Berlin, 
and Bismarck, the imperial chancellor. The cause was an agitation at 
that time in favor of enacting preferential petroleum rates favoring 
the Russian product at the expense of American oil. Mr. Kasson 
claimed that such a proposal, if adopted, would violate the German- 
American most-favored-nation agreement.* The main points of Bis- 
marck’s reply were(1) that the treaty of 1828 was concluded before rail- 
roads existed ; (2) that the discriminations of duties referred to in the 
treaty (Art. V) “do not refer to any freight tariffs whatever and partic- 
ularly not to those of the internal traffic of the two parties”; and (3) 
that Art. IX secures to each of the contracting parties simply the 
mutual enjoyment of those favors in matters of commerce and navi- 
gation which the other party grants to a third power; such a favor 
with respect to trade in petroleum had not, however, been conceded to 
any third state. If there were a discrimination in petroleum “ accord- 
ing to its origin,” the government would move in the matter, but such 
is not the case.* Mr. Kasson, in his reply dated November 15, 1884, 
expressed himself as pleased at learning that there were no discrimi- 
nations and that none were contemplated which would operate more 
disadvantageously to the United States than to third powers. As to 


* Foreign Relations, 1878, p. 403. 

? The imperial state secretary cited this case in recent years in the Reichstag as 
one in which the American government assumed the applicability of the treaty of 
1828 to the whole empire. 

3 This letter of Bismarck has a historic interest in that it is the only one in the 
files of the American embassy at Berlin (so far as the writer could find) which was 
in the handwriting of the “iron chancellor.” 
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the first two observations of Bismarck, Mr. Kasgon said that it was cer- 
tainly true that the treaties of 1785, 1799 and 1828 


did not contemplate the future power of government to nullify the equality 
of privileges at the frontier by inequality of conditions imposed on the trans- 
portation to the interior destination. Yet His Highness will recognize that 
possibility, where such transportation is directly regulated by the government, 
and it was against this possible result that the undersigned invoked the treaty 
principle of equality of treatment and denied it applicable to any method of 
governmental interposition which should bear unequally on importation of 
merchandise on its way to market, This principle seemed to him distinctly 
recognized in the classes of the treaty referred to." 

Since the time of this discussion Germany has embarked upon a very 
comprehensive system of preferential railroad rates.* This includes 
a policy of indirect, if not direct, discrimination “according to origin” 
—which Bismarck assumed to violate most-favored-nation rights.’’> 


VI. SARATOGA ARRANGEMENT, 1883-1891. 


The German import prohibition’ of American hog products in 
1883—officially on sanitary grounds—led to a lengthy discussion, 
not only between the two governments, but also among the various 
parties on both sides of the Atlantic, whose interests were adversely 
affected by the measure. After repeated attempts to obtain the removal 
of this prohibition, the American government enacted several measures, 
culminating in the law of March 3, 1891, which provided for an exami- 
nation of meat products destined for exportation (sec. 1). Provisions 
aimed against the importation of adulterated foods, liquors, etc. (secs. 
2 and 3), were also incorporated in the law. Asa supplement to the 
former (sec. 1) the president, if satisfied that any foreign government 

*See the interpellation in the Reichstag on December 8-9, 1897, especially the 
speech of Minister Passadowsky in regard to American petroleum. See also the 
botanical distinction upon foreign woods, made in order, by the application of prefer- 
ential railroad rates, to restrict their importation iato Germany.—Foreign Relations, 
1897, pp. 237-46. 

? Manuscripts in American Embassy, Berlin (published by permission of Sec- 
retary Hay in 1900). 

3 There is an excellent report on this subject by Mr. GASTRELL, British commer- 
cial attaché at Berlin in a “ blue book’ Commercial No. 2, 1898. 


4It is interesting in this connection to note the closing paragraph of article V of 
the treaty of 1828: “Nor shall any prohibition be imposed on the importation or 
exportation of any article the produce or manufacture of the United States or of 
Prussia to or from the ports of the United States, or to or from the ports of Prussia, 
which shall not equally extend to all nations.” 
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was discriminating against American products, ‘“ may direct that such 
products of such foreign states so discriminating against any product 
of the United States as he may deem proper shall be excluded from 
importation to the United States” (sec. 5), while supplemental to secs. 
2 and 3 the act empowered the president to suspend the importation 
of articles deemed “dangerous to the health or welfare of the people 
of the United States’’ (sec. 4). Also, as bearing on the discussion, the 
reciprocity clause (sec. 3) of the McKinley bill should be mentioned 
—Germany being especially interested in securing the advantage of 
“free sugar” provided for in the act. Lastly are the German com- 
mercial (Caprivi) treaties with Austria-Hungary and other European 
countries, granting lower import duties on certain products, the most 
important, so far as the United States was concerned, being the reduc- 
tion of the duty on certain agricultural products. 

This conflict of interests was partially overcome by the so-called 
“Saratoga Arrangement” of 1891 wherein it is stated by the German 
chargé, von Mumm, that, in view of the American meat-inspection act, 
the imperial government is happy to be able to announce that there is no 
longer any cause for maintaining in force the prohibition promulgated on 
sanitary grounds in 1883. The imperial government, in making this declara- 
tion, bases its action upon the supposition that, after the abolition of the 
aforesaid German prohibition of importation, the president of the United 
States will no longer have any occasion for the exercise, as regards the 
German empire, of the discretionary powers conferred upon him by the 
Fifty-first Congress. (Sec. 3 of tariff act of 1890, and sec. 5 of the law of 
March 3, 1891, already referred to.) 

The American plenipotentiary, Mr. Foster, in reply said: 

It is very gratifying to me to give you the assurance, by direction of the 
president, that the contemplated action of the imperial government... . 
will remove the occasion for the exercise by the president, as against the 
German empire, of the power conferred upon him by sec. 5 of the meat- 
inspection law. 5 


Mr. Foster added that the president accepted the granting to the 
United States of the lower rates of duties provided for in the Caprivi 
treaties ‘‘as a due reciprocity for the action of the Congress of the 
United States, as contained in sec. 3 of the tariff act of October 1, 
1890." 

The entire transaction was regarded by the United States as noth- 
ing more or less than a “ bargain ’’—an interpretation easily deducible 


* Reaffirmed by President Harrison in his proclamation of February 1, 1892. 
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from the events above recorded. From this standpoint, sec. 3 of the 
McKinley bill— on which the president stated that the granting of the 
lower rates of the Caprivi treaties was based —having been annulled 
by the tariff act of 1894, it would seem that the American government 
could claim no violation of the most-favored-nation right should the 
German government withdraw the benefits of these lower rates.‘ Ger- 
many, however, deprived herself of the advantage of this interpretation 
by the position she held in regard to the nature of the Saratoga agree- 
ment, viz., that it was “purely explanatory.” ‘The confederated 
governments, when they had negotiated the commercial treaty with 
Austria-Hungary in 1891, did not doubt for a moment,” said State 
Secretary von Marschall in the Reichstag on May 7, 1897, “that they 
had the obligation to concede to the United States the same reduction 
of the tariff which had been granted Austria-Hungary.” It would 
appear, therefore that, after the repeal of sec. 3 of the McKinley bill by 
the tariff act of 1894, both countries had arrived, by quite different 
modes of interpretation, at practically the same conclusion — that mat- 
ters were pretty much as they were before 1891, so far as the most- 
favored-nation right was concerned, Germany and the United States 
both basing this right upon the treaty of 1828, the former as applicable 
to the empire, the latter as applicable only to Prussia.” 


VII. SUGAR-BOUNTY QUESTION, 1894-97. 


An important question, involving the nature of German-American 
most-favored-nation rights, arose out of the sugar-bounty clause of the 


* Secretary Sherman in addressing the German chargé at Washington on Septem- 
ber 22, 1897 (Foreign Relations, 1897, p. 179), said “that the secretary of the 
treasury is of the opinion, in which I join, that the said agreement was no longer in 
force at the time of the passage of the act of July 24, 1897, inasmuch as the act of 
August 28, 1894, repealed section 3 of the act of October 1, 1890, under which the 
agreement was made.” 

*It is apparent by the citation of Calwer above referred to (p. 6) that the German 
government was restricted in its most-favored-nation right by its treaty (Frankfurt) of 
1871 with France, which compelled it to grant to the latter gratuttously all concessions 
to certain third powers. Such concessions must thereby be granted to the United 
States without a consideration. This situation is easily inferred in German diplomatic 
correspondence with the United States, but the whole tenor of German-American cor- 
respondence indicates an entire ignorance of the purport of the Frankfurt treaty on 
the part of the American government. The citations above show that the latter 
believed it had made real concessions to Germany by the Saratoga arrangement and 
that the German government encouraged this belief and did not until years after, when 
the situation became embarrassing, disillusionize the American government by saying 
that the “concessions” of the lower rates of the Caprivi treaties were no concessions 
at all, as the United States was entitled to them without any consideration. 
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tariff act of 1894. This act— after repealing the reciprocity clause of 
the McKinley bill and placing sugar on the “duty list ’”— provided 
that all sugar coming from a country paying a bounty on exportation 
should pay an additional duty of one-tenth of a cent per pound.’ 
Germany protested’ against this measure on the ground that the pay- 
ment of a bounty is a “‘ purely domestic matter and is not to be con- 
sidered in connection with the establishment of duties between states ;”’ 
that the additional duty on imported bounty-paid sugar violates the 
most-favored-nation clause ; and that 

the addition, moreover, falls more heavily upon the sugar industry of 
Germany than it does upon that of other bounty-paying countries, since the 
German bounty .... is by no means as high as those of Austria and 
France The excitement is great in Germany because [observed the 
German ambassador, Baron Saurma] it is generally believed that the United 
States in the agreement of August 22 [z.¢., the Saratoga note] guaranteed 
exemption to Germany from the duty on sugar in return for the concession of 
the conventional duties on American agricultural products and the removal 
of the restrictions on the importaiion of swine. 


In other words, the popular conception in Germany is that the Sara- 
toga agreement was “a bargain’? and not “merely explanatory.” 
Secretary Gresham, in his reply, went out of his way to admit even 


more than was asked of him-— basing his argument upon the treaty of 
1828. The measure complained of does, he maintained, violate the 
most-favored-nation agreement 

of the United States and Prussia, not the entire German empire, and a 
bounty can no more be considered as a discrimination than can the imposition 
of a protection or practically prohibition duty on the importation of an article. 
. . . « The protection duty on importation and the bounty on exportation are 
alike intended, whatever may be their effect, to create a national advantage 
in production and in manufacture. [In conclusion.] The additional duty, 
therefore, levied by the act of 1894 on all sugars coming from bounty-paying 
countries is not responsive to any measure that may be considered as consti- 
tuting a discrimination by those countries against the production or manu- 
factures of the United States, but is itself a discrimination against the produce 
or manufacture of such countries. It is an attempt to offset a domestic favor 
or encouragement to a certain industry by the very means forbidden by the 
treaty. 

*The same principle had been incorporated in the McKinley bill, but applied 
only to sugar above No. 16 of the Dutch standard. No objection was then made by 
Germany, as it affected only about one-seventy-fifth of her sugar exports to the United 
States. 

2 Foreign Relations, 1894, pp. 234-9. 3 [bid. 





228 JOURNAL OF POLITICAL ECONOMY 


Surely the German government could ask no more from a secretary of 
state. Mr. Olney, at that time attorney-general and later Mr. Gresham’s 
successor, made it very plain that he did not share this view of his 
colleague,’ and the president did not enthusiastically accept it, although 
in his annual message of 1894 he said: “In the interests of com- 
merce of both countries and to avoid even the accusation of treaty 
violation, I recommend the repeal of so much of the statute as imposes 
that duty.” In this spirit the recommendation of the president was 
favorably acted upon by the House, but was defeated in the Senate. 
“If foreign countries,” wrote Senator Lodge in the Forum (Vol. XIX, 
p. 12), “can give export bounties and we cannot offset them by import 
duties, then we have lost one of our sovereign rights and foreign 
countries can control our tariff... This view may be said to represent 
the official attitude of the past two administrations. The standpoint 
of nations, like that of individuals, is generally influenced by economic 
interests. At the international sugar conference which was held at 
London in 1888 the very same principle involved in the present ques- 
tion came up for discussion. Germany and some of the other powers 
were desirous of bringing about, by international agreement, an aboli- 
tion of export bounties on sugar. Hence it is not so surprising to 
read the statement of Count von Hatzfeldt, the German ambassador 
at the court of St. James and the representative of the imperial gov- 
ernment at this conference, that 

the imperial government does not share the opinion that the most favored- 
nation-clause would prevent the high contracting parties from prohibiting 
bounty-fed sugar altogether or from levying thereon a special duty exceeding 
the amount of the bounty. ? 


The tariff act of 1897, known as the Dingley bill, contained the 
bounty measure of the act of 1894, but specified that the additional 
duty should be equal to the net amount of such bounty and should 
include indirect as will as direct bounties. This remedied the objec- 
tion made by the imperial government in 1894 that the addition fell 
more heavily upon the sugar industry of Germany than it did upon 
that of other bounty-paying countries. 


The German government, through its representative at Washing- 
ton, Baron von Thielmann, entered protest on the ground (1) that it 
violated the most-favored-nation clause of the treaty of 1828, and (2) 


* Senate Miscellaneous Documents, No. 52, Fifty-third Congress, third session. 


? Supplement to London Gaszefte, September 6, 1888. 
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‘‘destroyed the premises upon which the Saratoga notes were effected”’: 
—a statement difficult to reconcile with the assertion of von Marschall 
that these notes “created no new rights, but merely made more 
definite rights already existing.”” Baron von Thielmann did not fail 
to refer to the position taken by Mr. Gresham in 1894, nor did the 
American government neglect to call attention to the changed attitude 
of the imperial government since the international sugar convention 
of 1888. The various discussions which followed showed that, while 
the new administration did not take seriously the second objection 
raised by the German government, it categorically repudiated the view 
taken by Mr. Gresham and maintained, as Germany did in 1888, that 
the laying of countervailing duties to offset a bounty was no violation 
of the most-favored-nation agreement. 


Ill. TONNAGE DUTIES, 1894-96. 


German-American most-favored-nation relations were involved in a 
discussion of the American tonnage dues. By the law of June 26, 
1884," it was enacted that, in lieu of the then existing tonnage duty of 
30 cents per ton, vessels entering the harbors of the United States from 
North and South American ports should pay only 3 cents per ton 
(not exceeding 15 cents per year), while vessels from all other ports 
should pay 6 cents per ton (not to exceed 30 cents per year). Since 
these reductions were made “unconditionally and without regard to 
the taxes, however relatively high these countries on their side levy on 
American ships,”* the German government maintained, through its 
representative at Washington, Count von Alvensleben, that it was in 
violation of Art. 1X of the treaty of 1828, which had been “successively 
asserted by both governments to be valid for all Germany,’’* and 
requested both “the abatement of the tonnage tax to 3 cents per ton” 
and “the replacement of the tonnage which, at the rate of 6 cents per 
ton, has been overpaid since the law of the 26th of June, 1884, went 
into effect.” The subject was referred to the attorney-general, whose 


* Foreign Relations, 1897, pp. 175-7. 
? United States Statutes at Large, Vol. XXIII, § 14, p. 57. 


3This was not strictly the case, inasmuch as the president was empowered to 
suspend by proclamation “the collection of so much of the duty herein imposed on 
vessels entered [from North and South American ports] . . . . as may be in excess of 
the tonnage and lighthouse dues or other equivalent tax or taxes imposed upon 
American vessels by the government of the foreign country in which such port is 
situated.”— Sec. 14. 


4 Foreign Relations, 1885, p. 443; also CLEVELAND’s First Annual Message. 
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conclusions, “accepted by the president” (to quote Secretary Bayard), 
were as follows :* 

The discrimination as to tonnage duty in favor of vessels sailing from the 
regions mentioned in the act and entered in our ports is, I think, purely geo- 
graphical in character inuring to the advantage of any vessel of any power 
that may choose to fetch and carry between this country and any port 
embraced by the fourteenth section of the act. I see no warrant, therefore, 
to claim that there is anything in the most-favored-nation clause of the treaty 
between this country and the powers mentioned that entitles them to have the 
privileges of the fourteenth section extended to their vessels sailing to this 
country from ports outside of the limitation of the act.? 

The justification of the position of the United States may well be 
questioned*—in fact, has been questioned, during Mr. Cleveland’s 
second administration by Secretary Gresham in connection with a dis- 
cussion of the sugar-bounty question, wherein he showed that the 
United States had, on at least one former occasion, maintained suc- 
cessfully against Great Britain the same principle which European 
nations were now holding to. The situation was awkward, but was 
relieved by the law of June 19, 1886,5 whereby the president was 
empowered to suspend, by proclamation, the tonnage dues “from any 
port as may be in excess of the tonnage and lighthouse dues or other 
equivalent tax or taxes imposed in said port on American vessels.” 
The attention of the German government having been called to this 
law on August 25, 1887,° by Mr. Coleman, the American chargé at 
Berlin, and the German minister at Washington having given the 
assurance 
that no tonnage or lighthouse dues or any equivalent tax or taxes whatever 

. . . are imposed upon American vessels entering the ports of Germany, 
either by the imperial government or by the governments of the maritime 
states, and that vessels belonging to the United States of America and their 
cargoes are not required in German ports to pay any fee or due of any kind 
or nature, or any import due, Aigher or other than is payable by German vessels 
or their cargoes. 

' Foreign Relations, 1885, p. 443. 

?Similar claims of most-favored-nation violation were made by the governments 
of Belgium, Denmark, Sweden and Norway, and Portugal. 

3 That this law aimed to discriminate may be inferred by the statement of Presi- 
dent Cleveland, who, on commenting on the subject in his first annual message, said : 
“Undoubtedly the commerce with our near neighbors . .. . demands special and 
considerate treatment.” 

4 Foreign Relations, 1894, pp. 236-9. ® Foreign Relations, 1888, p. 570. 

5 Statutes at Large, Vol. XXXIV, § 14, p. 81. 7 /did., p. 670. 
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President Cleveland, under date of January 26, 1888," proclaimed the 
abolition of all tonnage dues on German vessels entering the United 
States from Germany. The concluding statement in the German note 
is italicized because it seems to the writer that it was a disregard of this 
point by the American government which placed the latter at fault 
when, on December 3, 1896, Mr. Cleveland, during his second admin- 
istration, revoked the proclamation suspending the collection of ton- 
nage and other dues upon vessels from German ports.? The facts of 
the case appear to be that certain lighthouse dues and other taxes were, 
both before and since the proclamation of January 26, 1888, regularly 
collected on a// vessels entering German ports. There was not appar- 
ently ‘any differential treatment,” to quote Secretary Olney, for aé/ 
vessels, both domestic and foreign, were subjected to the same treat- 
ment, and this was expressly stated by the German government, as 
indicated in the above italics. The entire diplomatic correspondence 
on the subject very plainly indicates that it was not a question as to 
whether Germany laid the same tonnage dues on her own as on foreign 
vessels, but whether, so far as the United States was concerned, she laid 
any tonnage dues of any description on American vessels. The pur- 
port of the American law was to abolish the tonnage duties on those 
vessels coming from foreign countries which reciprocated. The fault 


of the American government was not in revoking the proclamation, 
but in ever issuing it. The only weakness on the German side of the 
discussion was in the imperial government insisting that its tonnage 
and other dues were not “ politically identical in character with the 
tonnage and other dues enacted in the United States under the con- 
stitutional powers: of Congress.” 


IX. FRENCH RECIPROCITY ARRANGEMENT, IgOO. 


A discussion involving German-American most-favored-nation 
rights arose after the proclamation of the reciprocity arrangement in 
1898 between France and the United States, in accordance with sec. 3 
of the Dingley tariff act. Germany claimed the concessions granted 
to the French republic on the ground that the United States was enjoy- 
ing gratuitously the lower rates of the Caprivi treaties. The American 
government replied that it was a question of policy for the imperial 
government to decide whether the lower rates of these treaties were to 


* Statutes at Large, Vol. XXV, pp. 1484, 1485. 


* Messages of the Presidents, 1X, 697; also Foreign Relations, 1896, pp. Ixviii-Ixx, 
142-63. 





232 JOURNAL OF POLITICAL ECONOMY 


~ 


be granted, without a consideration, to the countries with which she 
had most-favored-nation agreements. Should she grant them to one 
or more countries gratuitously, no exception could legally be made in 
the case of the United States. Art. V of the Prussian treaty stipulated 
that Prussian imports into the United States shall pay no higher or 
other duties than the imports of any other country. This is abridged 
by Art. IX providing that particular favors to any other nations granted 
by either party shall become common to the other party, “ freely, 
where it is freely granted to such other nation, or on yielding the same 
compensation when the grant is conditional.” It is regretted by the 
United States that Germany should apparently “decline to consider 
Art. IX... . as having any force or effect in connection with Art. 
Vv.” More directly as to the French treaty the concessions of the 
United States were dependent upon compensations made by France. 
The American government is “ready to make the same concessions to 
Germany for the equivalent compensation, as required by said Art. IX 
and as authorized by sec. 3 of the tariff act of 1897.” In the second 
place, if the concessions were “freely granted” to Germany, the Uni- 
ted States would be obliged to grant the same gratuitously to all other 


he 


“most favored nations. 


‘In this connection it is interesting to note the contention of Germany that she 
was treated more disadvantageously than Switzerland. It appears that Switzerland 


claimed from the United States, without a consideration, the lower rates granted to 
France for “ specific compensations,” basing her claim both upon the wording of the 
treaty of 1850 between the two republics and upon the negotiations which led to its 
enactment. A careful study revealed the justice of this claim, and Secretary Hay, 
replying to the Swiss representative at Washington, said: ‘* Under the circumstances 
we believe it to be our duty to acknowledge the equity of the reclamation presented 
by your government. Both justice and honor require that the common understanding 
of the high contracting parties at the time of executing the treaty should be carried 
into effect. It 1s also my duty to advise you that foregoing recognition of the equity 
of the claim of your government compels us at the same time to regard the articles 
VILI-XIL of the treaty as henceforth constituting an exception to the otherwise 
uniform policy of the United States. This policy bas been to treat the commerce of 
all friendly nations with equal fairness, giving exceptional favors to none. Should 
this government continue to give to Swiss products gratuitously all advantages which 
other countries acquire for an equivalent compensation, it would expose itself to the 
just reproaches of other governments for its exceptional favoritism. We desire that 
our friendly international policy should be maintained in its uniform application to 
all our commercial relations. It may, therefore, be necessary in case the govern- 
ments of the United States and Switzerland should not be able to agree upon some 
practical arrangement of the matter in question, that the president should commu- 
nicate to your government notice of his intention to arrest the operation of the treaty 
of 1850 or of the clauses of said treaty numbered from VIII to XII.” 

The failure of the two governments to come to any satisfactory agreement led to 
the conventional notification on the part of the United States to arrest the operation 
of the treaty. 
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X. GERMAN RECIPROCITY ARRANGEMENT, Igoo. 


The matter was finally settled by the German-American recipro- 
city agreement of July 13, 1900, for the understanding of which brief 
mention must be made of another chapter of German sanitary legisla- 
tion. The imperial government on February 1, 1898, restricted the 
importation of American fruit because of the finding of San José 
scales in certain shipments of American origin. The prohibitory order 
was based on sanitary grounds, and the German government justified 
its course by referring to several scientific publications of the United 
States Department of Agriculture and by citing the “drastic laws of 
Oregon and British Columbia against the pest.”* By the reciprocity 
arrangement above referred to the United States granted to Germany 
the same concessions (champagne excepted) she had previously given 
to France. These concessions had a political, but a very small com- 
mercial, advantage. Germany, on the other hand, guaranteed to the 
products of the United States on their entry into Germany, the tariff 
rates of the Caprivi treaties, and furthermore agreed to annul the regu- 
lations requiring that dried and evaporated fruit imported from the 
United States be inspected on account of the danger from San José 
scales. In other words, so far as tariff modifications were concerned, 
Germany granted nothing not already enjoyed by the United States ; 


while, so far as the second privilege was concerned, it would appear 
that the restrictions placed on American fruit imports into Germany 
were sanitary in their inception, but their removal was based on the 
ground of commercial concessions. 


XI, CONFIDENTIAL CIRCULAR RELATING TO AMERICAN CONSULS, Igoo. 


Another matter, which brings into question most-favored-nation 
rights, should be referred to. There was read in the Reichstag on 
March 1, 1900, a confidential circular issued on July 24 of the previous 
year by Baron von Reinbaben, at present a cabinet minister, while he 
was Regierungsprasident of the Rhine province. This order was 
doubtless issued by a central authority and extended over all of 
Prussia. It allowed German administrative officials to give certain 
information to foreign consuls in accordance with a circular of June 
10, 1894: 

But to American consuls [so runs theorder] . . . . no information is to be 
given which could affect German interests, no matter whether the questions 
asked by them concern matters of general importance or not 


' Foreign Relations, 1898, pp. 307-47. 
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information which on no account must be given to American consuls is to be 
considered statistics concerning infringements of the Food Act and the laws 
which have been passed to supplement it, especially those provisions con- 
cerning the manufacture and sale of food and utensils injurious to health, 
including playthings, concerning the falsification and sale of such goods, con- 
cerning trichinous and measly home-grown meat, and concerning the prev- 
alence of human and animal diseases. 

One need not search far for the motive for such a measure. The 
articles concerning which information was not to be given referred, in 
the first place, to those whose importation the president was empowered, 
by the law of March 3, 1891, to exclude should he regard their 
importation as “ dangerous to the health or welfare of the people of 
the United States.” Now this circular -— the official character of which 
has never been denied — by placing obstacles in the way of a scientific 
examination of the sanitary character of a large class of articles exported 
from Germany into the United States, appears to be an official admis- 
sion that such an examination would not be conducive to German 
interests. In the second place, the German government, after having 
prohibited American meat and other products on sanitary grounds, 
now attempts, in keeping with the spirit of this circular, to place 
difficulties in the way of the efforts of the American agricultural 
department to study the scientific justification for such prohibitions. 


There is another side of the question which may enable one to 
understand German feeling, if not German statesmanship. The Ameri- 
can tariff-administrative laws are extremely unwieldy and antiquated. 
The customs valuation, for purposes of reckoning ad valorem duties, is 
nominally based on consular invoices. In reality, however, owing to 
modern means of communication and the development of the world- 
market, these consular invoices have largely outlived their usefulness. 
Nevertheless they still remain on the statute books, and the complaint 
of Germany and other powers is that the information which they call 
for tend to place in the hands of American officers many trade secrets 
of German industry. Furthermore, the German government in issuing 
the circular above referred to could not have been unmindful of the 
indirect threat of the American government to find German wines 
adulterated, German toys poisoned by dyes, etc., and thus “ dangerous 
to the health and welfare of the people of the United States,” should 
the imperial government persist in that policy which has been charac- 
terized by her best experts as “‘ politico-sanitarian.”’* 


"Fisk, Die Handelspolitik der Vereinigten™ Staaten 1890-1900 (“Schriften des 
Vereins fiir Socialpolitik, Vol. XC), chapter on “American Tariff Administration.” 
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XII. PRESENT GERMAN-AMERICAN TREATY RELATIONS. 


Treaty relations between the United States and Germany appear 
to be regulated, for practical purposes, until the end of 1903. The 
present tariff situation in Germany and the attitude of various political 
parties make the future status of these relations somewhat doubtful. 
Count von Passadowsky, imperial secretary of the interior, appears to 
have settled this point to his own satisfaction.’ He tells us that after 
this date German-American legal relations will rest upon the treaty of 
1828. Inasmuch as the United States has treaty relations not only 
with Prussia, but also with the German seaport towns through which 
all German-American trade passes, it should be assumed that she has 
treaty relations with the whole empire. He then attempts to show 
that the United States in her relations with Austria, based upon the 
treaty of 1829, which is almost identical with the Prussian treaty of 
1828, had conceded this principle of unbeschrankte Meistbegiinstigung, 
and that therefore the same interpretation should be applied in her 
relations with Germany. The best reply to make to these loose state- 
ments of the imperial secretary is, perhaps, the answer of Calwer : 

This assertion shows not only a lack of tact, but is a positive perversion 
(sachlich verkehrt). After the imperial government has repeatedly with- 
drawn itself from the ground of the treaty—in fact, has surrendered the 
treaty in its most essential points; and after it has, in its negotiations with 
the United States, openly acquiesced in the American position, it looks pecul- 
iar to see the imperial government planting itself again on surrendered 
territory and compelling the United States to adopt its wavering legal inter- 
pretation. The standpoint is entirely without foundation. We might agree 
that the treaties with Prussia and the Hansa cities are valid; we might 
further assert that German exports to the United States are shipped from the 
coastal states Prussia, Hamburg, Bremen, and Liibeck ; but it cannot, on this 
account, be demanded that the United States shall regard all commodities 
coming from the coastal states as products of those states. Were this the 
case, then Switzerland might, under certain conditions, claim for herself the 
rights of the treaty. So far as she sent her exports to the United States via 
Hamburg, they would represent exports of the coastal states. According to 
the American tariff law, however, the country of origin and not that of expor- 
tation is considered for goods paying import duties.? By means of the con- 
sular invoices the tariff officers of the United States can easily distinguish 
that part of German imports coming from Prussia and the Hansa cities which 
originated in other countries. Now if the treaty of 1828 is only valid 

*In the Reichstag on February 11, 1899. His argument is not vitiated by the 
reciprocity convention of the following year (p. 233). 

*Sec. 8 of Dingley bill. 
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between the German coastal states and the North American union, the Ger- 
man empire is no longer bound by it after the end of 1903." Since Prussia 
cannot now Carry on an independent tariff policy, the treaty lapses of its own 
accord. The question will then be whether the German government will care 
to renew the treaty of 1828, and, if it desires this, whether it can induce the 
American government to agree to its applicability to the entire empire.* 

The German government has recently come to a decision on the 
tariff question, with the dominant parties of the Reichstag, which 
means perceptibly higher import duties on many agricultural products. 
This bill affects adversely many American interests, and its effect on 
future treaty relations with the empire is very problematical. As indi- 
cating the trend of possible legislation in Germany, a quotation from 
a speech in the Reichstag on December 13 by Dr. Paasche, a National 
Liberal, may not be out of place: 


We expect that the government will undertake a thoroughgoing revision 
of all treaties giving the most-favored-nation advantages. Promises of this 
kind were made to us incommittee. We have absolutely no occasion to con- 
cede anything to such nations as are glad to take what we give other countries 
without making us any concessions in return. The United States has intro- 
duced the limitation of the most favored nation ; we have every reason to act 


in precisely the same manner. 
GeEorGE M. Fisk. 
UNIVERSITY OF ILLINOIS. 


* This statement would indicate that Calwer regards the reciprocity agreement of 
1900 as something more than “purely explanatory.” By his course of reasoning we 
were without treaty regulations from 1894 to 1900—that is, after the lapse of the 


Saratoga arrangements. 


*CALWER, Meistbegiinstigung der Vereinigten Staaten, p. 28; see also Foreign 
Relations, 1899, pp. 297-302. 
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Similar laws [to that of Illinois] were passed by Iowa and Minnesota 
almost immediately afterward. The legislature of Wisconsin went even 
farther, fixing, by the so-called Potter law, the rates on different classes 
of roads at figures which proved quite unremunerative. The railroads made 
vain attempts to contest these regulations in the courts. They were defeated 
again and again, and finally in 1877, the Supreme Court of the United States 
sustained the constitutionality of the granger laws. But a more powerful 
force than the authority of the courts was working against the granger sys- 
tem of regulation. The laws of trade could not be violated with impunity. 
The effects were most sharply felt in Wisconsin. The law reducing railroad 
rates to the basis which competitive points enjoyed, left nothing to pay fixed 
charges. In the second year of its operation no Wisconsin road paid a divi- 
dend; only four paid interest on their bonds. Railroad construction had 
come to a standstill. Even the facilities on existing roads could not be kept 
up. Foreign capital refused to invest in Wisconsin; the development of the 
state was sharply checked; the very men who had favored the law found 
themselves heavy losers. These points were plain to everyone. They 
formed the theme of the governor’s message at the beginning of 1876. The 
very men who had passed the law in 1874, hurriedly repealed it after two 
years trial. In other states, the laws either were repealed, as in Iowa, or 
were sparingly and cautiously enforced. By the time the Supreme Court 
published the Granger decision, the fight had been settled, not by constitu- 
tional limitations, but by industrial ones.* 

THE above paragraph expresses a view which has gained some cur- 
rency without detailed and specific proofs. 

In the literature of the subject the three chief effects of the granger 
acts are asserted to be: (1)Railroad construction came to a standstill ; 
(2) the rates proved unremunerative, so that no money was left to pay 
dividends and in some cases not even fixed charges; (3) the “ Potter 
law”? was far the worst of the granger acts, and therefore, the effects 
were most sharply felt in Wisconsin. Since the laws were repealed 
most references to them have been merely incidental, and generally 
for the purpose of making them serve as a very strong argument 
against similar railroad regulation by the individual states or United 
States. To my mind this phase of the subject makes an investigation 
of the matter have more than a merely historical interest. 


* HADLEY, Railroad Transportation, p. 134. 
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3 


The following passages are taken from reports, newspapers, journals, 
and books published since 1873. They are given approximately in the 
order of their publication. The list makes no pretense of being com- 
plete, but it is taken to be representative of the opinions current during 
this period. 

The ation speaks for the class of eastern owners of railway securi- 
ties. The following quotations in 1873-75 show the feeling against 
the granger acts: 

It is the general disbelief of the honesty of railroad management which 
causes the tone of anger generally pervading all discussions of the subject." 
This means (giving figures of dividends, etc.) simply that the work of trans- 
portation in the United States is, on the average, already done at a loss to the 
owners of the lines, etc.2, The railroads of the country, taken together, are 
an unprofitable enterprise, and do not pay the owners the ordinary rate of 
interest on the cost of constructing them.’ [Referring to the influence of the 
laws on the legislatures of Wisconsin, Illinois, lowa, and Minnesota, it says]: 
thus giving to the members a power which will, according to all experience, 
make them purchasable as cattle; and that railroad managers will deal in 
them hereafter, almost as freely as in stocks, no intelligent man needs to be 
told. The attack on property in which the movement has resulted, is there- 
fore really its least serious feature. Property in such large masses as the 
railroads has never yet in this country failed to take care of itself in the long 
run. The Potter law is simply a mild way of doing what a mob law does 
when it burns a station or tears up rails or throws locomotives off the track.5 
The brigand mode of dealing with it, etc. A persistence in these low rates 
(Potter law) meant absolute ruin to the companies.’ 


President Alexander Mitchell of the Chicago, Milwaukee & St. Paul 
Railroad on the passage of the Potter law, wrote to the governor of 
Wisconsin as follows : 

It is confiscation.® That it has effectually destroyed all future railroad 
enterprise, no one who is acquainted with its effects in money centers will for 
a moment doubt.2 The law in question proposes to reduce our freight rates 
about the same (25 per cent.), thus deducting from our present tariff about 
25 per cent. of our gross earnings.” . . . . [It takes from them] over three- 
fourths of the net income received under our present tariff,™ etc. 


*The Nation, Vol. XVI, p. 329, May 15, 1873. 


* Jbid., XVII, p. 36, July 17, 1873. 5 Jbid., XIX, p. 122, August 20, 1874. 
3 Jbid., XVII, p. 69, July 31, 1873. 6 Jbid., XIX, p. 122, August 20, 1874. 
4 /bid., X1X, p. 37, July 16, 1874. 7 Ibid., XX, p. 189, March 18, 1875. 


8 Report of the Railroad Commissioner, Wisconsin, 1874. Appendix p. I. 
9 [bid., p. 2. ° Jbid., p. 3. 3 Jbid., p. 4. 
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President Albert Keep, of the Chicago & Northwestern, at the same 
time wrote a similar letter, stating that the rates under the new law 
would average 30 per cent. less than the former rates of the railroad." 

Mr. Charles Francis Adams, a successful railroad commissioner and 
one of the great railroad authorities of Massachusetts, wrote of the 
“granger movement” in April, 1875 : 

It is quite apparent, however, that the time has now come when the 
granger can be looked upon as a phenomenon of the past and treated in a 
spirit of critical justice. The simple truth is that the granger excitement 
was not causeless, and that, in spite of the blunders which marked its career, 
it has done a great deal of very good work.3 . . . . Finally [he says in clos- 
ing] East and West, the good which has resulted and will yet result from the 
granger movement will be found greatly to predominate over the evil; what 
is more, the good will survive, while the evil will pass away.‘ 


Notwithstanding this very favorable attitude towards the granger 
movement, Mr. Adams in this same article thus speaks of the laws 
themselves. 


The Potter law, so called, of Wisconsin, which seemed designed to 
operate as a practical confiscation of many millions of foreign capital invested 
in the public improvements of that state As usual, however, the wild 
utterances took the form of yet wilder laws.® If ever a problem called for 
wise legislation, founded upon careful and patient study, this one certainly 
did. The granger legislatures, however, went at it like so many bulls at red 
NE ei 6 Yet practically the control of the railroads was to be taken out of 
the hands of the owners, and was to be placed in those of the state.? The 
earliest constitution, whether of Illinois or Wisconsin, is young beside the 
great commandment, ‘‘ Thou shalt not steal!” The action of the granger 
legislatures of those states has, however, more than once pressed hard upon 
it, and that, too, upon the averred ground that there was nothing to the con- 
trary in the constitutions of the states. It is certainly not flattering to our 
national pride, nor conducive to a renewed faith in written constitutions, to 
reflect that much of the recent Illinois and Wisconsin railroad legislation 
would have been indignantly thrown out of Parliament, not as being contrary 
to any provision of a written code, but for the simple and obvious reason that 
it was opposed to common right, to common decency, and to common sense.® 
Wisconsin, be it remembered, is the state whose legislature, by the enactment 
in 1874 of the most ignorant, arbitrary, and wholly unjustifiable law to be 


* Jbid., pp. 5 and 6. 5 Jbid., p. 395. 
* North American Review, Vol. CXX, p. 395. ° North American Review, p. 406. 
3 Jbid., p. 395. ' 1 Ibid., p. 408. 


4 [bid., p. 424. 8 Jbid., p. 413. 
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found in the history of railroad legislation, reduced the freight tariffs of its 
railroads twenty to fifty per cent." 


In the middle of seven pages of the “Killing test” of figures of 
actual costs and dividends appears the following : 


The “‘heads-I-win, tails-you-lose” basis of future construction, now with 
such indescribable gravity propounded from the Northwest, may excite a grim 
amusement in the money markets of the world, but that any railroads which 
involve a risk of loss will be built under it is more than improbable.? The 
granger movement touches, then the real cause of the evil under which the 
West is suffering only so far as it tends to supplement the disasters of the 
recent financial crisis and put a complete stop to all further immediate rail- 
road construction. It (the granger movement) has placed many preposter- 
ous laws on the statute-books of the West, which will probably long remain 
there, undisturbed memorials of legislative incapacity, and about as formid- 
able as those ancient blunderbusses which sometimes in old-fashioned houses 
ornament the kitchen wall. Undoubtedly it has seriously impaired the credit 
of those states more especially identified with it, and notably that of Illinois 
and Wisconsin. For this, of course, they will have to pay dearly; higher 
interest and more binding guarantees will unquestionably be exacted of them, 
and, what is more, they will have to give them. Habitual borrowers cannot 
afford to play tricks with their credit, and it will be very long indeed before 
either the defeat of Judge Lawrence or the provisions of the Potter law are 
forgotten in Wall street or on the Royal Exchange.‘ 


J. W. Midgley prepared an elaborate article at the request of the 
presidents of the two Wisconsin railroads, and published it with an 
introduction signed by them. 


Could it be shown that, at the rates now imposed, the Wisconsin railways 
were enabled to earn fair returns, some justification for their continuance 
might be claimed. But the depressing fact is, that no railroad in the state 
(Wisconsin) is in position to earn a dividend ; while two only from their earn- 
ings meet current expenses and interest on their indebtedness,' etc. In com- 
pliance with popular demand, a crushing blow has been struck. Beneath it 
a mighty industry lies prostrate. Neither has the state benefited by the law. 
Wherever capitalists meet its baleful effects are known and appreciated. 
They deem its passage an act of dishonesty,” etc. [Quotes consuls about for- 
eign capital. ] 

W. W. Grosvenor, under the heading “ The Communist and the 
Railway,” wrote in 1877: 

* Ibid., p. 416. 3 North American Review, Vol. CXX, p. 422. 

? Tbid., p. 420. 4 lbid., p. 423. 

5 The effect of Restrictive Legislation upon the Railways of Wisconsin and the 
material interests of the state (Chicago, January 5, 1876), p. 7. 

° Joid., p. 8. 7 Ibid., p. 19. 




















THE EFFECTS OF THE GRANGER ACTS 241 

Acts were passed which entirely ignored the right of the stockholder to 
hope for any return whatever for his investment. The granger was a 
“toiler,” while ‘bloated capitalists’’ made money without work. He 
turned Communist and began spoliation. Capital took fright,’ etc. The 
crash of September, essentially a railroad panic, was the immediate effect of 
granger legislation, though due also to other causes,? etc. 


L. H. Atwater in 1880: 


In our opinion legislative interference of the kind invoked would be sure 
to make them so (immeasurably worse). Such has been the effect of it in the 
granger states, in Colorado, in Great Britain,3 etc. What is known as the 
Reagan bill in Congress, would be vastly more mischievous than the granger 
legislation of the Northwest.‘ But the experience of the effects of this 
granger legislation and its like everywhere has led to its substantial aban- 
donment as hurting not only the railroads but still more the people.s 

Four years later Mr. G. L. Lansing included a page anda table, 
showing the bad effects of the granger laws.° 

In 1885 appeared a book on Railroad Transportation by Arthur T. 
Hadley, now president of Yale University. This book at once became 
the most quoted and most trusted authority on the whole subject 
of transportation. Professor F. W. Taussig wrote the following criti- 
cism of it: 


Mr. Hadley’s book deserves high praise. It is clear, scholarly, well writ- 
ten, well arranged, temperate and impartial, and yet vigorous and outspoken. 
It supplies a need which Mr. C. F. Adams’s book filled with great, even 
though incomplete success, for matters as they stood ten years ago — the 
need of a compact discussion of what the railroad problem is, and what it 
means,’ etc. The book may be strongly recommended, both to those who are 
especially interested in railroads and the railway problem, and to the general 
reader who wishes to inform himself on one of the most important of public 
questions. And elsewhere he tells us that when the legislature of Wisconsin. 
by the Potter law, fixed rates at unremunerative figures railroad construc- 
tion stopped, facilities on existing roads could not be kept up, and the state 
was compelled to repeal the law. The laws of trade could not be violated 
with impunity.° There (in chapter on competition and combination) and 
throughout the book, are the marks of thorough study and clear-headed 
thinking.” 


* International Review, Vol. IV, p. 587. 2 Jbid., p. 587. 
3 Princeton Review, Vol. VII, “ The Regulation of Railroads,” p. 411. 

| 4 Ibid., p. 426. 1 Science, Vol. VII, p. 259. 
5 /bid., p. 426. 8 Jbid., p. 259. 


© North American Review, Vol. CXXXVIII, p. 464. 9% Jbid., p. 259. 10 Tbid. 
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In Railroad Transportation appears the paragraph on the granger 
acts which heads this paper. The same ideas are repeated on p. 153, 
given at the close of this paper. The following year President Had- 
ley repeated practically all of these statements: 


In their anxiety to secure low rates, they had overlooked the necessity for 
railroad development. This oversight reacted forcibly against them; and the 
same reaction is likely to be felt wherever reckless railroad legislation is 
attempted.’ I[f your legislation prevents the investor from receiving his div- 
idends, he will not invest his capital in your state. It is not now a question 
of ethics as to what you or he ought to do; it is a matter of fact, proved by 
actual experience, as to what he will do. [Again in October of that year :] 
In fact, the system of direct legislation of monopoly charges, which gave rise 
to the granger cases themselves, proved so bad in its first consequences that 
it was being gradually abandoned at the very moment when the vigh¢ to apply 
it was put beyond all question by the decision quoted. Itis extremely difficult 
for a state authority to attempt to fix rates to advantage. If they are placed 
too high they are inoperative. If they are placed too low, they check rail- 
road development in such a way asto do unbounded harm. This was the 
trouble with the granger legislation, and constituted the reason why the men 
who had passed it, in so many cases found themselves forced to repeal it.3 


In 1887 a full page of Harper’s contains the same statements. A 
year later an article in Scridner again repeats them and adds ; 


Where the movement was strongest in 1873, it had practically spent its 
force in 1876. There have been many similar attempts in all parts of the 
country since that time; just now they are peculiarly active; but nothing 
which approaches in recklessness some of the legislation of 1873 and 1874. 
The lesson was at least partly learned.5 [In 1889.] As the result of these 
influences, the value of railroad property has fallen enormously. It is doubt- 
ful whether the combined effects of the crisis of 1873 and the granger legis- 
lation of the same period produced any greater effect in depressing prices.° 
It is not unlikely that the total depreciation of railroad stock during the 
operation of the Interstate Commerce Act may have amounted to something 
like $500,000,000.4 [In 1890.] There can be no doubt that railroad compe- 
tition does act in the manner described, bringing rates too low to pay interest 
and repairs. This was proved in Wisconsin in 1874, when all rates were 
reduced by law to the level of competitive ones, and the railroads were 
actually unable to pay interest.’ [In 1891.] The tendency toward enforced 

* Popular Science Monthly, Vol. XXX, p. 6. * Jbid, 

3 HADLEY, Quarterly Journal of Economics, Vol. I, p. 37. 

4HADLEY, Harper's, Vol. LXXV, p. 143. 

5 HADLEY, Scribner’s, Vol. IV, p. 484. 


° Quarterly Journal of Economics, Vol. IV, p. 178. 7 Ibid., Vol. V, p. 159. 
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reductions of charges is, unfortunately, a much more real and immediate 
danger. Many of the states seem bent on repeating the experiences of the 
granger legislation half a generation ago,‘ etc. The same thing must 
repeat itself today. [For a whole page.]? 

Chas. W. Pierson, in 1887, wrote a page and a half about Wiscon- 
consin and the Potter law. The railroads “ worked to increase its 
enormities, hoping to get it into a shape that they could defeat.” He 
paraphrases Hadley : 

In the courts the farmers were victorious. But, unfortunately, the 
Supreme Court does not pass upon economic laws, and to these the move- 
ment had already succumbed.3_ In the second year under the Potter law, no 
Wisconsin road paid a dividend, and only four paid interest on their bonds, 
Foreign capitalists refused to invest further in the state. On the recom- 
mendation of the governor, the very men who had passed the law hurriedly 
repealed it? ... . 

Professor R. A. Seligman in an article on “ Railway Tariffs and the 
Interstate Commerce Law,” in 1887, thus spoke of the Iowa law of 
1874: 

Proved to be so unequal and unjust in its operation that it was repealed 
shortly after. The results of the Potter law of 1874, in Wisconsin, and simi- 
lar enactments in Minnesota and Illinois, were equally convincing. They 
proved to be rather a burden than a relief.4 . . , . But the crudity of the laws 
was shown by the haste with which they were repealed.4 The granger move- 
ment was economically as unwise as it was politically important and success- 
ful. The compulsory commissions were an avowed failure.s 

Judge W. J. Woods, third vice-president of the Louisville & 
Nashville Railroad Company, appeared before the committee on 
Finance, Ways and Means of the Senate of the General Assembly, 
State of Tennessee, September 9, 1891. He thus discussed the gran- 
ger acts: 

It then happened, when there was a loss to be divided instead of a profit, 
that the farmers’ movement commenced during the years I have mentioned. 
known as the granger movement, which was an attempt to impose the entire 
loss upon the railroads by stringent regulation with reference to railroad 
rates.® ¥ 

I want to bring before you some proof of what was the result of these 
enactments. I read you extracts from Professor Hadley’s book on Railroad 

* Allantic Monthly, Vol. LX VII, p. 389. 2 Jbid., p. 390. 

3 Popular Science Monthly, Vol. XXXII, p. 207, December, 1887. 

4Reprint from Political Science Quarterly, Vol. 11 (No. 2, 1887), p. 23. 


5 Jbid., p. 83. 6 Railroad Taxation (Pamphlet, 1891), p. 13. 
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Transportation. Dr. Hadley is a professor of Economy in Yale University ; 
has no interest in railroads ; indeed, in the very book from which I read, he 
attacks railroad managers sometimes most vigorously ; but he sets out this par- 
ticular page of history with great force, and it teaches a lesson which I, both 
as a railroad officer and a citizen of your state, to some extent identified with 
its prosperity, urge that you shall heed. Professor Hadley says: But a more 
powerful force, etc.’ [quoting the paragraph that heads this paper]. Again 
Professor Hadley says, on p. 153 of his book: Any legislation which seriously 
affects railroad profits will check the increase of railroad facilities. Such 
increase of facilities is essential to the development of any growing Ameri- 
can community. If such a community passes laws hostile to the railroad 
interest, it soon feels the evil effects. The Potter law in Wisconsin is an 
instance in point. The reduction in charges caused a reduction in profits; 
this stopped the growth of railroads ; the growth of the community was thereby 
brought almost to a standstill. The very interests which were most clam- 
orous for the law in 1874 were most clamorous for its repeal in 1876." 

General Horace Porter in 1891 wrote : 

The legislatures of several of the states have enacted laws to effect a 
reduction of rates, the literal obedience of some of which would amount to 
the practical confiscation of railway property. They have not confined them- 
selves to the exercise of direct legislative action, as the immediate represent- 
atives of the people, but have resorted to the pernicious practice of delegating 
the extraordinary power to fit rates to commissions composed of a few individ- 
uals. What is known as the “granger” warfare against railways began in 
several states as early as 1873. In the year 1877 Congress enacted the 
Interstate Commerce law.? 

W. M. Kirkman, who has written much on railroad subjects, in his 
Railway Rates and Government Control, speaks of the crippled con- 
dition of the railroads. Wilson Stilz, in 1889, wrote the last article I 
know of directly reflecting the views of President Hadley. This 
article has a preface‘ written by Emory R. Johnson, professor of eco- 
nomics at the University of Pennsylvania, under whose direction Mr. 
Stilz wrote. There is also an introduction’ by Martin A. Knapp, 
chairman of the Interstate Commerce Commission. Mr. Stilz says: 

Neither local nor personal discriminations were bettered, therefore, the 
net effect of granger law upon the companies was simply to annihilate their 


* Jbed., pp. 13 and 14. ® North American Review, December, 1891, p. 719. 
3 Edition of 1892, pp. 186, 187. 


4 Publications of University of Pennsylvania, Series Political Economy and 
Public Law, No. 15, 1899. 
5 Jbid. 
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profits. Railroads were no longer a paying investment. Capital sought other 
fields, and the development of our railway system was suddenly checked. 
This result was so evidently due to hostile legislation, and was so serious a 
blow to the prosperity of our young western states, that the most severe laws, 
such as the Potter law of Wisconsin, were quickly amended or repealed. 
Judged merely on the basis of its immediate purpose, therefore, granger 
legislation was a dire failure. True, it had been more successful than com- 
petition, in that it had actually brought about a general reduction of so-called 
extortionate rates ; but, as we have seen, this result was accomplished at such 
cost that all classes were glad to see the laws modified or repealed.* This 
change in the public demand was neither because a low rate was no longer 
desired, nor because its attainment had been despaired of, but was the result 
solely of the fact that a big reduction of railway charges had taken place 
from natural economic causes,’ . . . . Combined to cause a rapid decline in 
transportation charges to a level exceeding the fondest hopes of the early 
grangers.* A movement making the years from 1867-1877 of greater agyre- 
gate significance in the general evolution of our railway regulation than any 
other period of equal length. In the light of this fact, a brief consideration 
of granger law, its causes and effects, would be pertinent in the treatment of 
almost any great railway question.? 


F. H. Dixon, in his State Ratlroad Control, 1896, says: “It has 


been repeatedly charged that the effect of the law was to check rail- 
road building.”* He does not commit himself in this book, but in an 


article in 1898 by inference, at least, supports Hadley’s ideas.‘ Pro- 
fessor Simon J. McLean, in September, 1900, refers to Hadley, Adams, 
Stickney, and Larrabee, and gives the following conservative summing 


up: 

The granger laws attempted, on the whole, to give what was considered 
a fair return upon railroad investment. The difficulty of attempting to regu- 
late railroad business through rigid legislation was abundantly evident in the 
operation of these laws. The Potter law, which fixed rates lowest, proved to 
be too drastic in operation, and was soon repealed. Michigan had a similar 
experience. The Iowa law was more moderate in its operation, and was, on 
the whole, fairly satisfactory, During the period it was in operation the 
receipts of the railroads situated in Iowa increased, on the average, $1,000 
per mile. The law worked much better than might have been anticipated.$ 


In opposition to this long list of writers there are three men who 
have especially advocated the position of the grangers. In 1876 

* Jbid., p. 119. *STILZ, p. 122. 3 P. 29. 

4 Political Science Quarterly, Vol. XIII, p. 623, 1898. 

3 Economic Journal, Vol. X, p. 355. 
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appeared an article signed “Wisconsin Granger,” and entitled the 
“ Grange and the Potter Law.” The Potter law did not 


reduce rates below a non-remunerative standard. It did not destroy railroad 
values, nor did it reduce them to any material extent, nor check railway con- 
struction.’ The actual test of the law increased the net earnings, by reduc- 
ing expenditures and increasing business, and proved wholly beneficial.” 
The stringent prohibition of discrimination in rates between individuals and 
of free passes.3 

A. B. Stickney, for many years president of one of the north- 
western railroads, published Zhe Rat/way Problem in 1891, and gave 
an excellent treatment of the granger question. 

It will be noticed that Mr. Mitchell’s strong point is that the statutory 
rates, if enforced, would deprive his company of net earnings which would: 
be equivalent to confiscation of the property.4 The “granger laws” have 
served the purpose of a “bloody shirt” to conceal incompetence in railway 
management for twenty years at least.5 

Two years later Governor Larrabee, of Iowa, published Zhe Railroad 
Question, giving @still more thorough account of the whole granger 
movement: 

It is a failing of mankind to take for truth without further investigation 
any assertion that has often been reiterated. Most people are prone to 
believe that an assertion made by a thousand hearsay witnesses is true, over- 
looking the possibility of their drawing from a common false source. But it 
is surprising that an author like Professor Arthur T. Hadley should fall into 
such an error. In his otherwise excellent work, Raz/road Transportation, Its 
History and Its Laws, Mr. Hadley bases a number of his deductions upon 
false premises advanced by railroad managers, and arrives at conclusions 
which appear strange when their source is considered.® 


He then quotes paragraph heading this paper: 


These statements are either utterly untrue or greatly misleading. Mr. 
Hadley ought to know that the railroad companies in the granger states 
never complied with the letter, much less with the spirit of the law. When- 
ever they made an apparent effort to live up to it, they only did so to make 
it odious. Rates were never reduced by the legislature to the basis previ- 
ously enjoyed by competitive points, but merely to the average charge which 
had obtained before the passage of the law. As a rule the railroad revenues 
increased. If any companies failed to earn enough to pay fixed charges, it 
was simply because they were determined not to do so. A non-payment of 
dividends did not injure the managers, but simply other stockholders of the 
road. A permanent establishment of the principle of non-discrimination, on 

* International Review, Vol. Il, p. 666. ? Jbid., p. 667. 3 Jbid., p. 667. 

4 Edition of 1891, pp. 100-110. SJbid., p. 121. © LARRABEE, p. 245, é¢ seg. 
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the other hand, would have benefited stockholders, while prejudicing the 
speculative interest which the managers had in the roads. Railroad con- 
struction came, after the financial panic of 1873, to a practical standstill 
throughout the United States; and if the granger states did not get their 
share of the very small total increase during the five years following the 
panic, it was due solely to a conspiracy on the part of the railroad managers 
to misrepresent and pervert the legislation of these states. These laws, as 
has already been stated, were finally repealed, not because the people had 
had tired of them or regarded them unwise, or unjust, but because it was 
hoped that the commissioner system would prove more efficient. It was 
offered as a compromise measure and was accepted as such by the railroad 
managers, who, in their eagerness to rid themselves of the restrictions 
imposed by the granger laws, gave every assurance of complete submission 
to the proposed legislation.' 


Recognizing to the full the value of the writings of President 
Stickney and Governor Larrabee, there can still be no question that 
the great mass of authority supports the statements of Mr. Charles 
Francis Adams and President Hadley.’ 

* LARRABEE, p. 246. 


? As we have already seen, President Alexander Mitchell estimated the reduction 
in rates due to the Potter law at 25 per cent.; President Albert Keep, at 30 per cent.; 
and Mr. Adams, at 20 per cent. to 50 per cent. The following table gives the rate 
per ton per mile. Column (1) for the six railroads (Illinois Central, Chicago & Alton, 
Chicago & Rock Island, Chicago, Burlington & Quincy, Chicago & Northwestern, 
and Chicago, Milwaukee & St. Paul), from 1865-1885; column (2) the same for the 
Chicago, Milwaukee & St. Paul alone; and column (3) for twelve years of the Chicago 
& Northwestern. A mere glance at the figures for the granger period proves that 
there was no marked falling of rates during those years, and that the ever present 
tendency of rates to fall kept on the same as usual. 





No, 1. 
Chicago, Mil- No. 3. 


No 


Six Railroads waukee & Chicago & 
; St. Paul, Northwestern, 





3.642 4.11 
3-459 3-76 
3-175 3-94 
3-151 3-49 
3.026 3.10 
2.423 2.82 
2.509 2.54 
2.324 2.43 
2.188 2.50 
2.160 2.38 
1.979 2.10 
1.877 2.04 
1.664 2.08 
1.476 1.80 
1.279 1.72 
1,389 1.76 
1.495 1.70 
1.364 1.48 
1,310 1.39 
1,220 1.29 
1.158 1.28 
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ai. 


The same questions may be taken up in detail by the help of sta- 
tistics. I take the figures for increased mileage, net earnings, etc., for 
the railroads in the four granger states, and compare these figures with 
similar figures for the railroads in the other states. These figures are 
all taken from Poor’s Manual; and since they have been furnished by 
the railroads themselves at the period investigated, they cannot be 
open to any criticism as being unfavorable to the railroads. In fact 
the many quotations in the first part from railway officials as to the 
evil effects of the granger legislation make it evident that if bias has 
influenced the figures of the railway reports, this bias has been against 
the granger acts. Therefore, if the figures have erred at all they must 
have erred in exaggerating the injuries to the railroads during the 
granger period. 

Realizing how often a superficial use of statistics may give mis- 
leading results, I have in this investigation followed out all sugges- 
tions and made all combinations that might conceivably lead to results 
of a different character. The fact that all such results have practically 
agreed in all important particulars seems to warrant submitting them 
in comparison with the results drawn from the written authorities as 
recorded in the first part of this paper. 


1. The first question is that of railroad construction, as shown by 
tables of increased mileage. 

2. The second is that of the money loss to the railroads, as shown 
by the tables of net earnings. 

3. As the Potter law is the worst of the granger laws, do the 
figures show that Wisconsin suffered more evil effects than the other 


granger states ? 

The granger laws affected only the four states, Illinois, Wisconsin, 
Minnesota, and Iowa. These may be compared with other states, 
which should as nearly as possible have the the same conditions as the 
granger states in all respects except in regard to railroad legislation. 
After several trials I have chosen the four states, Indiana, Michigan, 
Nebraska, and Missouri as most nearly filling these conditions as to 
geographical position, area, population, assessed valuation, industrial 
developmentand railroad mileage. These states are referred to in the 
accompanying table as “ four western states.” The following Table A 
shows their similar conditions very clearly: 
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TABLE A. 


A comparison of the four granger states and four neighboring western states.* 





| Area—Mil- | Population, | Population, a ~~ Re ww yl 


| lions of sq millions. millions an , : 
| 4 ° ’ ’ millions one mile | sq. mile of 
miles, 1670. 1880, 1870. , railroad. |area in 1873. 





I}linois , 2. 483 407 8 
WISCORSI® .....00.04:5 d : , 333 480 23 
Minnesota ; F 84 278 43 
303 328 12 





Four granger.. ; ; 1,203 390 17 


Indiana ; 664 476 9 
Michigan i. . 272 406 17 
Nebraska ; 7. 55 200 69 
Missouri S. . 556 649 23 


Four western .. ‘ 4-7 : 1,547 473 21 


























In order to broaden the comparison as to mileage, I have included 
the figures for the six middle states (New York, New Jersey, Pennsyl- 
vania, Delaware, Maryland and West Virginia); the ten southern 
states (Virginia, Kentucky, North Carolina, Tennessee, South Caro- 
lina, Georgia, Florida, Alabama, Mississippi, and Louisiana); and for 


the total United States. In 1873 the railroad mileage of the four 
granger states was 14,627 miles, of the four western states 10,932 
miles; six middle 13,643; and ten southern 12,977. These four 
groups had 75 per cent. of the total mileage of 70,268 for the United 
States. As the four western, the six middle, and the ten southern 
states had no railroad legislation corresponding to the granger acts, 
these states should show a comparatively steady, growth in railroad 
mileage during the granger period. If, however, these states do not 
show such a steady increase in railroad mileage, then the cause must 
be sought in something different from the granger legislation. 


* The last three columns of this table show that when! the granger acts went into 
effect the four granger states had more miles of railroad compared with assessed val- 
uation, populution and area than the four western states. Therefore, other things being 
equal, the railway mileage in these four western states should have increased faster 
after 1873 than the mileage of the four granger states. This is further shown by the 
fact that in the period 1873 to 1900 the railway mileage of the four western states did 
increase by over 149 per cent. of what it was in 1873, and the mileage in the four 
granger states during the same period by over 133 per cent. 
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TABLE B. 


Increased railroad mileage expressed in per cent. 



































| 
I 2 3 4 5 | 6 7 8 9 
1860- 1870- 1880- 1871 1874- | 1876- 1876 1873- 1873- 
1870, 1880. 1890. 1872 1875. | 1877. 1877 1878. 1881. 
1873. | 1878. 
| 
Four granger..... 133 96 50 44-5 6 | 5.5] 10 24 56 
Four western..... 100 90 74 45-4 4-1 5.6 9.1 20 47 
Six middle ....... 64 45 35 24.4 5:9| 4-8 6.9 19 27 
Ten southern..... 115 33 9a | 36.2] 3.41] 3-9] §-.§| 132 29 
| 
Total,U.S...]| 74 74 79 33 5-5 6.7 | 80.4 24 54 








In Table B I have reduced the increase in railroad mileage to per- 
centages for ease of direct comparison. Thus, in the first column 
between the years of 1860 and 1870, the mileage in the four granger 
states increased by 133 per cent. of what it was in 1860; and in the 
four western only roo percent. The years 1874 and 1875 were the 
periods when the granger acts were in operation ; and the results for these 
two years are printed in heavy type. A glance at column 5 will show 
that the mileage in the granger states increased 6 per cent.; that in 
the four western 4.1 per cent.; the six middle 5.9 per cent.; the ten 
southern 2.4 per cent.; and for the total United States less than 5.5 
per cent. All the other figures in this table go to show that this com- 
parison for 1874 and 1875 is not accidental, and that similar results 
are obtained for any combination of years that can be said to have 
been influenced by the agitation and acts from 1871 to 1881. 

Column 1 shows the increase from 1860 to 1870, the ten years before 
there was any question of granger legislation. During this decade the 
granger states increased 133 per cent. and the four western only roo 
per cent. Glancing again at the conditions in these two groups of 
states, as shown in Table A, it seems to me to be clear that we should 
expect a greater increase in the mileage in the four western states for 
the next decade of 1870 to 1880 than in the granger states. Especially 
is this reasonable, when we remember that the granger states had just 
increased by 33 per cent. more than the four western states. There- 
fore, if no granger legislation had been enacted, and the railroads had 
developed under normal conditions, new construction from 1870 to 
1880 in the four western states should have exceeded that in the 
granger states. The figures of column 2 show, however, that the 
granger states increase 96 per cent. as compared with go per cent. for 
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the four western; 45 per cent. for the six middle; 33 per cent. for 
the ten southern ; and 74 per cent. for the total United States. 

In columns 1 and 2 it is noticeable that, while all the groups of 
states show a falling off in the second decade, the ten southern states, 
which are half way between the granger and four western in column 1 
sink to hardly more than one-third of either of them in column 2. Is 
it not, then, natural to believe that whatever cause affected railroad 
building between 1870 and 1880, must have acted more strongly on 
these ten southern states than on the granger or four western states ? 

Column 3 gives the data for 1880 to 1890, a period covering years 
after all effects of the granger acts had passed away. As the building 
in the granger states for the preceding twenty years had been very 
large, we should naturally look for a slowing down. This we see in 
the 50 per cent. of the grang>r states compared with the 74 per cent. 
and 72 per cent. of the four western and ten southern. Here again 
the sudden increase in the ten southern, compared with the 33 per 
cent. of 1870 to 1880, shows that the cause of retarded railroad build- 
ing had affected these states with greatest severity. Also, the 74 per 
cent. of the four western shows that, other things being equal, these 
states should have built at least as fast, if not faster, than the granger 
states between 1870 and 1880. 

Column 4 takes 1871, 1872, 1873, three years immediately pre- 
ceding the granger acts. The figures for the granger and four western 
are almost the same, but the granger begin to show a slight tendency 
to slow down, as would be expected from the greater building in the 
earlier decade. 

Column 5, as already stated, deals with 1874 and 1875, the two 
years of the granger acts. The 6 per cent. increase for the granger 
states certainly compares favorably with the 4.1 per cent. of the four 
western and the 2.4 per cent. of the ten southern. In short, the granger 
states make a better showing than any of the others, and the ten south- 
ern show the greatest loss. 

Columns 6 and 7, for the years 1876, 1877, and 1878, immediately 
following the granger acts, show that the building in the granger states 
remained practically the same as in the four western. In fact, the two 
years right after the repeal of the acts show a little less building for 
the granger states. 

Columns 8 and 9, for periods of five and eight years after the acts, 
show that the granger states more than held their own in railroad 
building throughout the granger period. This table, as a whole, shows 
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not only that the granger states had more than their natural share of 
railroad building in 1874 and 1875, but also for any combination of 
years affected by the granger legislation. ‘This result is more notice- 
able when we remember that, other things being equal, the four western 
states should have increased at least as fast, if not faster, than the 
granger states. 

Question 2.—Did the receipts of the railroad fall away, as shown by 
their net earnings? In Poor’s Manual the figures for net earnings 
have never been as completely compiled as the figures on new mileage, 
and the investigation is therefore confined to the years 1871 to 1879. 
For a basis of comparison, I have taken the average net earnings for 
1871 to 1872, the two years preceding the granger agitation. In Table 
C the average net earnings for 1874 and 1875, the four years 1873 to 
1876, and the seven years from 1873 to 1879, have in turn been com- 
pared with the average of 1871 and 1872 and the increase expressed in 
percentages : 

TABLE C. 


Increase of average net earnings in per cent. compared with the average net earnings 
for two years 1871 and 1872.' 





I 2 3 
1874-1875. | 1873-1876. | 1873-1879. 





Four granger 29 31 44 
Four western 15 9 30 
Six middle 40 33 25 
Ten southern 32 34 23 














Column 1 shows that in 1874 and 1875 the net earnings in the 


granger states increased 29 per cent., which was almost double the 15 
per cent. increase in the four western. This difference in favor of the 
granger states is still more marked for 1873 to 1876, when the figures 
are 31 per cent. and only 9 percent. In column 3, the three years 
1877 to 1879 are added to the preceding four years, and both the 
granger and the four western states leap ahead with 44 per cent. and 30 


per cent. Therefore, if we take the four years 1873 to 1876, most 
affected by the granger legislation, the granger states held their own 
with the middle and southern, and increased three and one-half times 
as fast as the four western. 

This table should not be given too much importance, since the 
comparison with the average of 1871 and 1872 is too narrow, but if 


* Poor's Manual, 1874-75, p. 55, for 1871-73; tid., 1881, p. 79, for 1873-79. 
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these figures are used at all they must strengthen the results of Table B 
by adding proof that the granger states more than held their own in 
net earnings. 

Question 3.—As the “ Potter law” was the worst, do the figures 
show that Wisconsin suffered more evil effects than the other granger 
states? In answer to this, I have compared Wisconsin with the 
granger states and also with the four western states, first as regards 
new mileage and then as regards net earnings. 

Table D gives the increased railway mileage in percentages for 
various periods between the years 1870 and 1880, the increase being in 
each case shown by comparison with the mileage of the year immediately 
preceding the period in question. Thus, column 1 shows that the 
mileage of Illinois in 1871 and 1872 increased 34 per cent. over what 
it was in 1870. 

















TABLE D. 
Increase of railroad mileage in per cent. for comparison of Wisconsin with neighbor- 
ing states. 

I 2 3 4 5 6 

1871-1872, | 1871-1873. | 1874-1875. | 1873-1875. | 1876-1877. | 1873-1879. 
Tee 34 37 7.9 11.8 4.2 19 
WiSGORGIR.. ...5 000 23 55 8.7 36.6 5.3 54 
Minnesota......... 75 79 3.1 4-4 10. 57 
Rr rer 36 39 4.2 Fe 7.5 31 
eee 36 44.5 6. 12.5 £6 32 
er ree IS 17 6.7 8.6 2.4 19 
oo” rere 82 | 99 2.8 wif 3-9 23 
pO eee 49 57 5.4 e. 13.6 55 
eee 34 43 1.6 8.7 10.1 39 
Four western....... 38 45.5 4.1 10. 5.6 29 























Column 1, for 1871-72, the two years preceding the granger 
agitation, shows that Wisconsin built less mileage than the average of 
the other granger and four western states. In short, Indiana (not a 
granger state) alone of these seven states has as small an increase as 
Wisconsin. When, however, we add, in column 2, the building for 
1873 to 1871 and 1872, though this was a year of great agitation against 
the railroads, we find that Wisconsin jumps to 55 per cent., which is 
above the average for those three years and is exceeded only by Min- 
nesota and Michigan by an appreciable margin and just more than 
equaled by Nebraska. Notwithstanding this jump of Wisconsin for 
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the year 1873, when we come to column 3, the results for the two years 
of granger legislation 1874 and 1875 are still more startling, as we find 
that Wisconsin leads all the states, and has an increase more than twice 
as great as the average for the four western. 

The granger agitation and acts should surely have affected the 
three years from 1873 to 1875 more than any other period; yet column 
4 makes the strongest showing for Wisconsin, with an increase of over 
36.6 per cent. against a little less than 1o per cent. for the four western 
states, and a still lower average (9 per cent.) for the other three granger 
states. This 36.6 per cent. of Wisconsin is still more remarkable, as 
the total mileage for the United States increased less than 14 per cent. 

Even after thus increasing its mileage from 3% to 4 times as fast 
as the other granger and four western states for 1873-75, Wisconsin 
held her own for 1876-77 with 5.3 per cent. as compared with 5.5 
per cent. for all granger and 5.6 per cent. for the four western. There- 
fore, the evil effects of the granger acts on railroad building could not 
have worked out just after the repeal of the acts. For the whole 
period of seven years from 1873 to 1879 Wisconsin has an increase of 
over 54 per cent., which is much larger than any granger state except 
Minnesota with 57 per cent. and any of the four western except 
Nebraska with 55 per cent. As during the granger acts these two 
states for 1873-75 had only 4.4 per cent. and 11 per cent. compared 
with Wisconsin’s 36.6 per cent., it is very plain that their railroad 
building came in the years following the repeal of the granger laws. 
In this longer period of seven years, no other state than the three 
already discussed was as high as Missouri with 39 per cent. 

From the figures of Table D, it seems evident that Wisconsin’s rail- 
road building did not come to a sudden standstill because of the 
granger acts, but that she extended her railroad system several times 
as fast as any of the other granger or neighboring states, or as the 
United States as a whole. So far from serving as a horrible example 
of the automatic action of bad laws on railroad construction, her 
growth in mileage might be used as a very strong argument for the 
tonic effects of the *‘ Potter law” on railroad building. 

Net earnings of Wisconsin.—-Table E shows the net earnings of 
Wisconsin. It corresponds closely with Table C, and should be com- 
pared with it. Table E includes each of the four granger states and 
four western states, to bring out the relative position of Wisconsin 
among her neighbors. In this table the figures for Minnesota and 
Nebraska are unimportant, as their average net earnings for 1871 and 
1872 were only $600,000 and $100,000 respectively, and consequently a 
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very small change in actual receipts makes a big fluctuation in the 
percentages. 
TABLE E. 
Increase of average net earnings in per cent. compared with average net earnings for 
two years 1871 and 1872. 








t 7 3 
1874-1875. | 1873-1876. | 1873-1879. 





30 29 43 
30 43 60 
80 67 150 
wa 16 8 





29 31 44 


Indiana‘ 15 21 22 
30 22 24 
Nebraska... ...2.. 400 300 600 
i eer 40 55 





Four western 15 30 














1 Decrease, 

For the years 1874 and 1875 the table shows that the net earnings for 
Wisconsin increased by 30 per cent., the same as Illinois and Michigan, 
Missouri led with 40 per cent. increase —as Minnesota and Nebraska 
may be disregarded for the reasons given above. lowa shows no 
increase and Indiana shows a decrease of 15 per cent., which means an 
actual loss of $1,000,000 for the yearly average, though Indiana was 
not a granger state. 

Wisconsin leads for the four vears 1873-76, with 43 per cent., as 
compared with 29 per cent. for Illinois, 16 per cent., for Iowa, 34 per 
cent. for Missouri and 22 per cent. for Michigan. Indiana again shows 
a decrease, this time of 21 per cent. For the seven years 1873-79 
Wisconsin makes the best showing, with 60 per cent., compared with 
43 per cent. for Illinois, 8 per cent. for Iowa, 55 per cent. for Missouri, 
and 24 per cent. for Michigan. Once more Indiana shows a decrease, 22 
per cent. This table of net earnings is open to the same criticism as 
Table C. The basis of comparison is too narrow and the figures too 
limited to give decisive results. Nevertheless, Tables D and E show 
that Wisconsin had a much better record for railroad building and net 
earnings than any of the granger states or four neighboring western 
states. In fact Indiana is more of a “horrible example” than any 
granger state. 

The question of dividends is more difficult to answer than that of 
net earnings, since dividends may be manipulated at will by the men 
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in control of a railroad corporation. Considerable work spent on the 
meager and confused figures of Poor’s Manual and the State Reports, 
has given no results of substantial value, so much appears, however, as 
that both in 1874 and in 1875 eighteen states paid no dividends. In 
view of these facts the statement that in one of those years Wisconsin 
paid no dividends loses much of its weight, and the surprise is that all 
the granger states paid dividends for the two years except Wisconsin. 

After this brief investigation of the results in Wisconsin, we may 
quote again from President Hadley’s Railroad Transportation, to show 
the most authoritive and universally accepted view of Wisconsin and 
the granger acts. 

But a more powerful force than the authority of the courts was working 
against the granger system of regulation. The laws of trade could not be 
violated with impunity. The effects were most sharply felt in Wisconsin. 
The law reducing railroad rates to the basis which competitive points 
enjoyed, left nothing to pay fixed charges. In the second year of its opera- 
tion no Wisconsin road paid a dividend; only four paid interest on their 
bonds. Railroad construction had come to a standstill. Even the facilities 
on existing roads could not be kept up. Foreign capital refused to invest in 
Wisconsin ; the development of the state was sharply checked; the very men 
who had favored the law found themselves heavy losers. These points were 
plain to everyone. They formed the theme of the governor’s message at the 
beginning of 1876. The very men who had passed the law in 1874 hurriedly 
repealed it after two years’ trial. 

The weight of written authority supports all these statements, as is 
already shown in the first part of this paper, where I have tried to 
sketch briefly the growth of these ideas from 1874 to the present time. 
The granger acts appear in fact to have had very little effect on rail- 


road building and railroad receipts, because of the overshadowing 
influence of the financial panic of 1873 and the depression which lasted 
till 1879. To illustrate: The railroads of the United States in the 
three years, 1871-73, increased at an average rate of 5,800 miles 
every year. For the five years following the panic, the building was 
only 2,300 miles a year. With the return of good times in 1879 


it jumped to 4,723, and in 1881 it is nearly 10,000. In the single 
year 1882 it is 11,600, or as many miles as in all five years from 1874 
to 1878. The granger states, of course, did not escape this panic, but 
as regards railroad building and receipts they suffered less than the 
United States as a whole, and very much less than the southern and 
western states. 


CHARLES R. DETRICK. 
PALO ALTO, CALIFORNIA, 





NEW ENGLAND GAS AND COKE. 


CHEAP gas triumphed in the legislature. Promoters’ promises 
overturned the established policy of Massachusetts. A corporation 
of unlimited capital was granted a roving commission to inaugurate 
competition in the gas business and supply consumers in every city 
and town of the commonwealth. This result was reached in a charter 
for the Massachusetts Pipe Line Co.* passed by the legislature of that 
state in May,1896. A petition by an eminent financier’ for authority 
to furnish the public with cheap coke and gas had been followed by a 
number of hearings before a legislative committee, and much eulogy 
on the proposed benefits to the consumers by the newspapers. Gas 
experts had been introduced before the committee to prove that 
by a patented process gas could be manufactured and sold at a 
fraction of current rates. For illuminating gas of standard quality, 
prices as low as 60 cents per one thousand feet to consumers were 
freely mentioned, with much lower figures for gas that was to serve as 
fuel. The proposition seemed to be that the promoters would estab- 
lish large plants at Boston and other points to produce gas by their 
improved process, and that long pipe lines would be laid from these 
plants to many cities and towns. Coke production was represented as 
the main object of the enterprise, and the gas as a residual of only 
trifling cost. Before these brilliant representations legislative policies 
and precedents went down. Contrary to the laws regulating all other 
gas enterprises in the state, the Pipe Line Co. was to be limited in 
capital only by its resources, in territory only by the boundaries of the 
commonwealth, and in its competition with existing plants only by the 
will of its management. 

Notwithstanding the alluring prices that had been mentioned before 
the committee and in the newspapers, the charter was strangely silent 
on this important point. True, the Pipe Line Co. might not increase 
the price of gas to consumers in a place where it had bought the pre- 
viously existing system, and might not charge such a system more than 
35 cents per one thousand cubic feet for gas. But, on the other hand, 
the Pipe Line Co. was put under no obligation to purchase any exist- 
ing system or to sell it any gas, though it might freely enter the 


*House No. 1333. ?Mr. Henry M. Whitney. 
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territory of any such system and make whatever prices it chose to 
consumers there. This Pipe Line charter was thus a weapon which 
might be used to depreciate the investment of every gas system in the 
state, with no assurance that the public would receive any permanent 
benefit in prices. 

Having triumphed in the legislature, success seemed certain for 
the promoters of cheap gas and coke, but there was one force with 
which they had failed to reckon. In the background stood the 
uncompromising figure of the governor. His Excellency Roger Wol- 
cott in an able message dated June 2, 1896, pointed out that the public 
must eventually pay the costs of competition by public-service corpora- 
tions, and vetoed the Pipe Line charter. 

But the ammunition that had been expended on the legislature by 
the petitioners for this charter was not to be entirely wasted. The 
friends of the scheme took council of the veto message and of public 
opinion, and reported another bill. This second charter was hurried 
through the legislature, presented to the governor, and received his 
approval June 9g, 1896, just one week after the veto message, and 
became chap. 537 of that year. Like the former charter, the latter 
provides that pipe lines for gas may be laid to and in any part of the 
the state. Instead of the unlimited capital authorized by the former 
bill, the latter fixes the maximum amount at $5,000,000. In place of 
the free competition desired by the promoters, the Pipe Line-Co. may 
supply gas to consumers in no place until it has purchased the 
local system, which its owners are under no obligation to sell. 
Having bought existing plants for such sums as their owners may 
choose to name, the Pipe Line Co. may in no case charge consumers 
more than 60 cents per thousand cubic feet for any sort of gas, within 
eight miles of the statehouse at Boston, or more than $0.75, $0.90, or 
$1.25 per thousand cubic feet in places outside of this limit, according 
to population in each. If the Pipe Line Co. can induce the other gas 
companies to purchase its gas, it may charge not more than 20 cents 
within five miles, twenty-five cents between five and fifteen miles, and 
30 cents beyond fifteen miles, per thousand cubic feet for gas of not less 
than 580 British heat units per cubic foot on an average, delivered at 
the holders of the respective companies. For gas of the standard 
candle power required by law the Pipe Line charter authorizes an 
addition of 5 cents to each of the above rates to gas companies. 

As a weapon for active competition this Pipe Line charter is 
evidently harmless. Asa means of actual consolidation for the Boston 
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or any other gas companies the charter is worthless, because the prices 
at which it permits gas to be sold to consumers are far below those 
charged by the companies already in the field. But, as a device to 
extract money from the pockets of ignorant investors the charter of the 
Pipe Line Gas Co. may be worth millions. 

Under Massachusetts law the Pipe Line Co., like every other 
corporation engaged in the manufacture and sale of gas, is author- 
ized to issue stock or bonds only after approval of the gas commis- 
sioners and for value actually received. Moreover, the manufacturing 
and financial operations of every gas company must be fully reported 
to these commissioners. Limitations and publicity of this sort 
were evidently not suited to the plans of the promoters who 
obtained the Pipe Line charter. The first purpose of the corpora- 
tion named in this charter is the manufacture of gas, but it does not 
appear that it has ever manufactured any. The Pipe Line Co. is also 
authorized to purchase and sell gas, and this it has done in large 
amounts. In other words, the Pipe Line Co. has simply provided 
a conduit to convey gas from a source beyond the control of the gas 
commissioners to the holders of the distributing companies. 

In order to carry out the plans of the promoters who secured the 
Pipe Line charter, it was necessary to issue a large volume of securities 
at figures far beyond the market value of any property which they 
might represent. To sell these securities it was also necessary that the 
manufacture of gas and coke, on which their presumptive earning 
capacity was based, should be carried on in secret. Because of the 
legal barriers mentioned, neither of these objects could be carried out 
directly by the Massachusetts Pipe Line Gas Co. A corporation 
might have been formed in some state where stocks and bonds 
may be issued without payment in either money or other property, and 
this corporation might have purchased the Pipe Line stock from the 
promoters. Unfortunately for this plan, it would, under Massachu- 
setts law, render the charter of the Pipe Line Co. subject to forfeiture.’ 
Moreover, every corporation engaged in the manufacture and sale of 
gas in Massachusetts must make a full report of this business to the 
gas commissioners. Time was required in which to find a way out of 
these difficulties. The Massachusetts Pipe Line Gas Co. accepted its 
charter and organized with a capital of 10,000 shares of the par value 
of $100 each on July 15, 1896, but did no other business in that year. 
Some fourteen months later, the New England Gas and Coke Co. was 

*Chap. 476, Acts of 1894. 
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formed by a declaration of trust dated September 30, 1897. This 
company is not a corporation, but simply an association of eleven 
trustees holding and managing property under conditions set out in 
the declaration of trust. The creation of such a trust is a common law 
right and requires no legislative charter, while, on the other hand, it 
escapes the operation of laws that apply only to corporations. By the 
terms of the declaration the trust is to continue for fifty years, or for 
twenty-nine years if all of the original trustees die within less than 
twenty-nine years from the date of the trust declaration, unless sooner 
terminated by the shareholders. The trust may be altered or termi- 
nated at any time by holders of two-thirds of the shares, at a proper 
meeting. All of the trust property is divided into or represented by 
200,000 shares of $50 each, par value, a total capitalization of 
$10,000,000. On the death or removal of any one of the trustees, his 
successor is to be chosen by the remaining trustees or by the court. 
At the termination of the trust the property is to be sold or divided 
among the shareholders. Each shareholder in this trust at its origin 
had issued to him certificates of his shares, and these certificates may 
be transferred to other persons, whose names are then to be recorded 
on the books of the trustees. The declaration provides that the accept- 
ance of a transfer of shares shall act as notice to the acceptor 
of the terms of the trust. No shareholder has a right to call for 
a division of the trust property, and on the death of any share- 
holder his representative has no right of accounting, but is simply 
entitled to a new certificate of stock which carries with it the rights 
of the deceased under the trust. 

The declaration provides that the trustees shall employ the prop- 
erty conveyed to them in manufacturing and dealing in coal, oil, coke, 
or gas, any business similar thereto and electric business of all kinds. 
All profits of the business are to be divided among the shareholders 
according to the number of shares held by each. The trustees are 
authorized to borrow money, give notes or other obligations, and 
mortgage the trust property to secure the payment of such obligations. 
The declaration of trust clearly provides that no act of the trustees 
done in its execution shall bind either the shareholders or the trustees 
personally, and any injured party shall have recourse only to the trust 
estate. Every note, bond, and contract is required to give notice of 
these limitations on the powers of the trustees. 

Clearly this clever declaration of trust secures to the shareholders 
under it all the substantial advantages of a corporate charter of the 
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most liberal sort, and at the same time escapes the burden of all laws 
aimed exclusively at corporations. This trust made it possible to use 
the Pipe Line charter as a part of the basis for an issue of inflated 
securities without incurring the penalty of its forfeiture. Also, as the 
sequel proved, the trustees acquired the power to conduct the business 
of gas and coke production behind closed doors, and to defy the 
demands of the gas commissioners for an account of their doings. All 
things were now ready for a gigantic issue of securities based largely 
on prospective earnings in the Boston gas field. 

On the twenty-sixth day of November, 1897, the New York Gas 
Improvement Co. and the Central Trust Co. of New York, both being 
corporations chartered by that state, entered into an agreement 
whereby the Trust Co. was to loan the Improvement Co. $12,000,000 
on the note of the latter company, dated December 1, 1897, and paya- 
ble on the first day of August, 1898, with interest at 5 per cent. per 
annum. As commission on this loan the Trust Co. was to receive 
stock of the New England Gas and Coke Co. to the amount of 
$2,400,000, par value. When the loan of $12,000,000 was made, the 
Improvement Co. was to receive bonds of the Gas and Coke Co. to the 
amount of $12,000,000, par value, and stock of the same company to 
the amount of $4,800,000, par value, or 40 per cent. of the value of the 
bonds. It is stated in this agreement that the stock in question is part 
of $17,500,000, the total issue of the Gas and Coke Co., so it must be 
concluded that the original deed of trust was changed from the figure 
of $10,000,000 in stock, first named. These bonds of the Gas and 
Coke Co. are dated December 1, 1897, mature December 1, 1937, and 
bear interest at 5 per cent. per annum, payable semi-annually. To 
secure these bonds, all of the securities and personal property to be 
purchased by the Gas and Coke Co. and all the real estate then owned 
or to be purchased by that company were to be transferred and 
pledged to the Central Trust Co. 

The securities and property pledged to the Central Trust Co. 
under this agreement are as follows: Brookline Gas Light Co., 
shares 18,500, par value, $1,850,000; certificates of indebtedness of 
Brookline Gas Light Co., par value, $1,615,000; Dorchester Gas 
Light Co., shares, 5,176, par value $517,600 ; Jamaica Plain Gas Light 
Co., shares, 1,382, par value, $138,200; Boston United Gas bonds, 
first series, bearing 5 per cent. interest and payable January 1, 1939, to 
the par value of $1,000,000 ; all right and title of the Gas and Coke 
Co. to the capital stock of the Massachusetts Pipe Line Gas Co., when- 
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ever issued, certain real estate in Everett, near Boston ; a certain con- 
tract with the Dominion Coal Co.; licenses from the Otto Coke and 
Chemical Co. and the United Gas and Coke Co. to use certain patent 
processes. 

The agreement for this loan of $12,000,000 was not to become 
effective until a certain other agreement, by persons or corporations 
satisfactory to the Central Trust Co., to purchase the entire amount of 
the shares and bonds of the Gas and Coke Co. to be placed in the 
hands of the Central Trust Co. was delivered to it. The Trust Co. 
was authorized to sell the shares and bonds of the Gas and Coke Co. 
to the persons and corporations named in the agreement and to apply 
the moneys received therefor to the payment of the loan of $12,000,- 
ooo and interest. The Gas and Coke Co. had the right to draw this 
loan only to acquire the securities and property that were to be mort- 
gaged to the Central Trust Co. and these securities and property were 
to be thus mortgaged as soon as purchased. 

Prior to this agreement for the loan of $12,000,000 the Gas and 
Coke Co. and the New York Gas Improvement Co. had entered into 
a contract in relation thereto, and the latter company seems to have 
acted simply in the interest of the former. Before this loan of 
$12,000,000 was secured the Gas and Coke Co. appears to have had 
little or no property. With the loan of $12,000,000, and with its own 
bonds to the par value of $2,000,000, the Gas and Coke Co. purchased 
the securities and property above named as security for the loan, built 
a plant for the manufacture of coke and gas at Everett, just across the 
Mystic river from Boston, and paid $1,000,000 for that amount of 
stock, par value, of the Pipe Line Co. In the agreement with the 
Central Trust Co. the total issue of bonds by the Gas and Coke Co. is 
stated to be $17,500,000, par value, but it does not appear who got the 
$3,500,000 of bonds not delivered to the Trust Co. or used in the pur- 
chase of property mortgaged to that company. 

Starting, apparently, with no contribution from its shareholders, 
the Gas and Coke Co. seems to have emitted stock to the par value of 
$17,500,000 and bonds to a like sum, a total of $35,000,000 in securi- 
ties. With a part of these bonds, to the par value of $14,000,000, cer- 
tain securities and property have been purchased and then mortgaged 
to secure $12,000,000 of the bonds. To meet the demands of $17,- 
500,000 in stock and the remaining $5,500,000 in bonds there seems 
to be nothing save what may remain of the mortgaged property after 
the $12,000,000 of bonds are satisfied. 

The stocks of the Brookline, Dorchester, Jamaica Plain, and Pipe 
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Line Gas companies purchased and mortgaged to the Central Trust 
Co. by the Gas and Coke Co., have a par value of $3,505,800, and the 
debt certificates of the Brookline company and the Boston United Gas 
bonds raise the total securities, purchased with the loan of $12,000,000 
cash plus $2,000,000 Gas and Coke bonds, to $6,120,800, par value. 
Besides these securities the mortgaged property of the Gas and Coke 
Co. includes its works at Everett and certain rights and contracts of 
uncertain value. 

The entire capital stock of the Brookline company was 20,000, of 
the Dorchester company 5,196, and of the Jamaica Plain company 
2,500 shares, a total of 27,696 shares. Of this total the purchases of 
the New England Gas and Coke Co. above noted included 25,058 
shares. How much the Gas and Coke Co. paid for the stocks of these 
three gas companies cannot be stated, but there is good reason to 
believe that the sum was far beyond their par value in at least the case 
of the Brookline and Dorchester companies. Most, if not all, of the 
stock of these two last-named companies was owned by parties who 
also held in trust the majority of the stocks of the Bay State of 
Massachusetts, the Boston, South Boston, and Roxbury Gas Light 
companies. About this time the Gas and Coke Co. published the 
statement that the purchase of the Brookline and Dorchester com- 
panies carried with it the control of the four other gas companies just 
named. This could only mean that the promoters of the Gas and 
Coke Co. were to be permitted to manage the Bay State, Boston, 
South Boston, and Roxbury companies in consideration of a high price 
paid for the stocks of the Brookline and Dorchester companies. 
Under this plan the Gas and Coke Co. secured control of the entire 
gas supply of Boston save in the minor parts of East Boston and 
Charlestown. This control was necessary to the Gas and Coke Co. 
for two reasons—first, to induce investors to purchase its securities, 
and, second, to insure the sale of its gas to the Boston companies. 

In the published statement of the Gas and Coke Co., above noted, 
the following estimate was made of its prospective earnings per year: 


Net profits Boston gas companies”~ - - - - $ 460,000 

Profit on coke and residuals . - - . - 248,500 

Sales of 2,500,000,000 feet of gas @ 20 cents - - 500,000 
Saving on 900,000,000 feet of gas distributed by Brvokline 

and Dorchester companies @ Io cents - - 90,000 

$1,298,500 

Interest on the $14,000,000 of bonds sold, @ 5% - - 700,000 


7 


Good to the stock - - - . - - - $ 598,500 
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In spite of this estimate, prepared for the edification of prospect- 
ive investors, it is perfectly safe to say that the yearly earnings of 
$598,500, or any other material sum above the expenses of operation 
and interest on its bonds by the Gas and Coke Co., was never even 
remotely probable. As to the item of $90,000: during the year end- 
ing June 30, 1899, the first for which the figures are available, the 
Brookline company made 703,572,000 cubic feet of gas at the cost of 
30.5 cents per thousand feet in its holder. During the following year 
the Pipe Line Co. sold the Brookline company 366,411,000 feet of gas 
at 30 cents per thousand. If the Dorchester company could save 10 
cents per thousand feet on its annual production of 179,384,400 feet of 
gas the $90,000 dwindles to $17,938.44. The works of the Gas and 
Coke Co.,in the year ending June 30, 1901, the latest for which figures 
are available, sold to the Pipe Line Co. less than two billion feet of 
gas, for which $270,614 was paid, instead of the estimated sum of 
$500,000. It may be possible that the sum received for coke and 
residuals should exceed the entire cost of gas and coke production by 
$248,500 yearly, but from the scanty data at hand it seems far more 
probable that the value of coke and residuals will not be greater than 
operating expenses. If this be true, the item of $248,500 disappears. 

Some light is thrown on this point by the operations of the pros- 
perous coal gas company at Cambridge, the largest in the state. Dur- 
ing the year ending June 30, 1go1, this company made 343,693,000 
cubic feet of coal gas and received for its coke and other residuals only 
33 per cent. of the cost of operation at its works alone. In view of this 
record, can it be seriously contended that the Gas and Coke Co., with 
its Otto-Hoffman process, will do more than pay all expenses of opera- 
tion by the sale of residuals? The remaining item in the above esti- 
mate of earnings is $460,000 from the Boston gas companies. Before 
considering this item it should be well in mind that only the Jamaica 
Plain, Dorchester, and Brookline companies were owned by the Gas 
and Coke Co., so that the profits of these three companies were all that 
could pass into the treasury of the Gas and Coke Co. True, the pro- 
moters of the Gas and Coke Co. had purchased the privilege to man- 
age the Boston, South Boston, Bay State, and Roxbury Gas companies, 
by an exorbitant price paid for the Brookline and Dorchester compa- 
nies, but all profits of these four managed companies must go to 
their bondholders and stockholders. The power of the Gas and Coke 
management in the Boston, South Boston, Bay State, and Roxbury 
companies probably extended no farther than to avoid competition and 
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to insure the purchase by these four companies of gas made by the 
Gas and Coke Co. The price that might be paid for this gas was 
limited by the charter of the Pipe Line Co. to 25 cents per thousand 
feet. At the time that the promoters of the Gas and Coke Co. came 
into the management of the Boston, South Boston, Bay State, and 
Roxbury companies about 35,363 shares of these four gas companies, 
out of a total issue of 35,400 shares, were in the hands of the Mercan- 
tile Trust Co. of New York as security for Boston United Gas bonds 
to the par value of $12,000,000. These bonds had been issued by the 
Bay State Co. of New Jersey, which owned the stocks of the four gas 
companies deposited as security. Obviously the Mercantile Trust Co., 
which had the power to name the management of the four gas com- 
panies whose stocks it held in trust, would not permit the promoters 
of the Gas and Coke Co. to raid the treasuries of the four gas compa- 
nies, whose stocks were held in trust by the Mercantile Co., and thus 
depreciate the security. 

It now remains to discover how much profit the Brookline, Dor- 
chester, and Jamaica Plain companies could yearly turn over to their 
owner, the New England Gas and Coke Co. During the year ending 
June 30, 1897, these three companies earned in the gas business above 
operating expenses the following sums: 


Brookline company - - $349,705.96 
Dorchester company - 45,344.65 
Jamaica Plain company - 46,363.04 


$441,413.65 
The Brookline company had outstanding bonds of $1,000,000, par 
value, which appear to have borne interest at 5 per cent., making a 
yearly charge of $50,000. This company also had out notes or certifi- 
cates of indebtedness to the amount of $1,615,000, but interest on 
these need not be considered, since they were purchased by the Gas 
and Coke Co. Interest charges for the year named, that must be 
deducted from the above earnings to determine the probable income 
tothe Gas and Coke Co.-from the three gas companies owned by it, 
were as follows: 


Brookline company - $ 50,000,00 
Dorchester company~ - - 2,465.40 
Jamaica Plain company 3,267.62 
$ 55,733.02 

Manufacturing profit - - 441.413.65 


Net profit - - $385,680.63 
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This net profit to the Gas and Coke Co. is based on no allowance 
whatever for depreciation in the three gas systems owned by it. Adding 
to items found above $50,000 for the yearly interest on the $1,000,000 
of Boston United Gas bonds at 5 per cent. the possible net earnings of 
the Gas and Coke Co. per year appear to be as follows, including the 
Pipe Line profits : 


From three gas companies owned $385,680.63 
From $1,000,000 bonds - 50,000.00 
From sales of gas, year Igol 270,714.65 
Saving on Dorchester gas - - - 1,793.84 
Net earnings of Pipe Line Co. less interest paid, year of June 30, 

IgOI - - - - - - - - - - 36,544.58 


$744,633.70 

This estimate is a little less than 60 per cent. of the $1,298,500 
stated to be the probable yearly profits of the Gas and Coke Co. by its 
promoters. There is good reason to think, however, that the figure of 
$744,633.70 is too liberal. From this sum must be deducted the yearly 
interest on the $14,000,000 of bonds, amounting to $700,000, leaving 
$44,633.70 to be applied to the remaining $3,500,000 in bonds or the 
$17,500,000 stock. 

Moreover, all this does not involve one cent of the much-heralded 
saving to consumers. On October 13, 1897, a long editorial in the 
Boston Hera/d entitled ‘Coal, Coke, and Gas,’”’ contained much com- 
mendation of the plans of the Gas and Coke Co., among which was 
said: “Gas companies now charging from $1 to $1.50 a thousand 
cubic feet of gas might object to a plan which set the price of what 
could be used as a substitute as low as fifty cents a thousand cubic 
feet.” A few days later the Boston Daily Advertiser in a long article, 
headed in part with “ What the New England Coke and Gas Com- 
pany’s Plans Mean for this Community,” said : 

Mr. Lawson does not consider the charter worth much, because it author- 
izes the company to sell gas to individual consumers at a price of not more 
than 60 cents per thousand feet, while fuel gas mtust be sold at not more than 
30 cents, and illuminating gas at not more than 25 cents to gas companies 
within five miles of Boston, increasing at the rate of 5 cents per thousand feet 
for each, until the maximum of 30 and 35 cents is reached at places beyond 
fifteen miles. Mr. Lawson laughs at the idea of actually manufacturing gas 
at those figures. Yet Mr. Whitney proposes to furnish all that is wanted at 
these rates and make a handsome profit doing so. 


Under date of December 23, 1897, a published statement entitled 
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“The Boston Gas Situation,” appeared over the name of Henry M. 
Whitney, and said in part: “ We believe that, when our plans are com- 
pleted and our works in operation, every gas-user in Boston and vicin- 
ity, every holder of present gas securities, and everyone who has a part 
in our undertaking will be pleased with the result.” It is perhaps suf- 
ficient comment on these statements to say that the price of gas in 
Boston is $1 per thousand feet now, just as it was in 1897, save that 
the price in Jamaica Plain has been reduced from $1.40 to $1.20 per 
thousand feet. 

Having found a market for its securities, the New England Gas and 
Coke Co. was in a position to make use of its tool, the Pipe Line Co. 
A contract was executed between these two companies by which the 
former was to supply the latter with gas for fifty years. Under date 
of December 3, 1896, contracts were entered into between the Gas and 
Coke Co., the Pipe Line Co. and the Boston, Brookline, South Boston, 
Dorchester, Roxbury, Bay State, and Jamaica Plain gas companies by 
which these seven last-named companies were bound to purchase all 
of their gas from the Gas and Coke Co. for the next fifty years, in so 
far as the last-named company was able to supply it. The price 
named in each of these contracts to be paid by the seven distributing 
companies to the Pipe Line Co. is 20 cents per thousand cubic feet of 
gas having twelve candle-power. Asa matter of fact the gas supplied by 
the Pipe Line Co. to the distributing companies has been about eigh- 
teen candle-power. The three companies owned by the Gas and Coke 
Co. have paid 30 cents per thousand feet for this gas, though the charter 
of the Pipe Line Co. authorizes it to sell gas at not more than 25 
cents per thousand feet to gas companies. The four distributing com- 
panies nominally controlled, but not owned, by the Gas and Coke Co. 
have paid 25 cents per thousand feet for this eighteen candle-power 
gas, and one at least, the Boston, has refused to pay more. 

In December, 1899, the works of the Gas and Coke Co. at Everett 
began to supply gas. The Pipe Line Co. purchased some of the land 
owned by the Gas and Coke Co., and a gas holder and purifying house 
have been erected thereon. Pipe lines have been laid from this Ever- 
ett holder to the holders of the several Boston gas companies. The 
Pipe Line Co. enriches the gas bought from the Gas and Coke Co. 
and then sends it to the holders of the other companies. Pipes of the 
Pipe Line Co. have been laid in the downtown section of Boston and 
in the Brighton, Charlestown, Dorchester and Jamaica Plain districts 
of the city, also in the cities of Everett, Somerville, Cambridge, the 
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towns of Brookline and probably Chelsea, Dedham, and Hyde Park. 
These pipe lines are all of large size for the transmission of gas, but 
not for distribution te individual consumers. On June 30, 1go1, the 
Pipe Line Co. had laid mains of the following sizes and lengths: 


Diameter, inches Length, feet 
.. «= - 3,068 
8 1,920 

10 21,630 

24 6,266 

30 + a 8,594 

36 61,155 

42 12,507 

48 642 

S40C<“‘ tC - o4i 


Total length, 116,723 


In the report of the Pipe Line Co. on the date just named the value 
of its street mains is put at $1,261,449.03, and its total assets at 
$2,132,664.77. As stated in the same report, the liabilities of this 
company were $2,101,493.64, of which $1,000,000 was capital stock 
and $1,085,000 notes, the remainder being open accounts. This 
$1,000,000 in stock was voted on July 15, 1896, and was subsequently 
issued and paid for out of the loan of $12,000,000 made by the Cen- 
tral Trust Co. to the Gas and Coke Co. All this was done without 
the approval of the gas commission, as required by law. In 1898 the 
matter was presented to the gas commission, and the issue was then 
approved. 

The Pipe Line Co. began to supply gas to the several distributing 
companies on the following dates: 


Jamaica Plain - - December 3, 1899 
Brookline December 5, 1899 
Boston - January 13, Ig00 
Charlestown May 16, 1900 
Dorchester - - July 3, Ig00 
Dedham - September 4, 1g00 
Chelsea - - - - July 13, Igo! 


Figures are available for the quantities of gas supplied by the Pipe 
Line Co. during the fiscal years ending on June 30 of tg00 and 1gor1, 
respectively. For the former year the income of the Pipe Line Co. 
from sales of gas exceeded its expenses by $10323.30, but interest to 
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the amount of $29,438.95 was paid, so that there was a deficit of 
$19,115.65 for the year. 


SALES OF GAS BY PIPE LINE CO. DURING 
YEAR ENDING JUNE 30, 1900. 








Company Cubic feet of gas} Amount paid 





196,199,000 | $ 49,049.75 
ETO? 366,411,000 109,923.30 
Charlestown 65,400 19.62 

237,800 54-44 
57,040,200 17,062.06 











SALES FOR YEAR ENDING JUNE 30, IQol. 








29,619,000 | $ 6,654.75 
564,134,000 | 141,033.50 
769,887,000 230,966.10 

62,530,600 18,759.18 

13,123.100 4,015.67 
270,966,250 81,298.88 

564,700 141.18 

91,323,350 27,397.01 











During the year ending June 30, 1901, the income from gas sales 


of the Pipe Line Co. exceeded its expenses by $100,628.55, but from 
this were deducted a rebate of $9,809.95 to the Boston company and 
interest to the amount of $54,274.02, leaving $36,544.58 that might 
pass to the Gas and Coke Co. as profit. The Pipe Line Co. bought 
of the Gas and Coke Co., in the fiscal year of 1900, 664,147,400 cubic 
feet of gas, for which $123,840.10 was paid, and in the fiscal year of 
190I, 1,973,731,400 cubic feet of gas, for the sum of $270,614.65. 
These figures indicate that the average price was about 19 cents, in the 
earlier, and 14 cents in the later year, per thousand cubic feet. The 
volume of gas sold by the Pipe Line Co. for the year ending June 30, 
Ig01, was 1,802,178,000 cubic feet, while the seven Boston companies 
owned or controlled by the Gas and Coke Co. sold in the same period 
2,496,368,170 cubic feet. This seems to indicate that the Gas and 
Coke Co. was unable to supply the demand for gas, in spite of the 
fact that its projected plant appears to have been completed before 
the year opened. 

After two years of operation by the Gas and Coke Co. it is pain- 
fully evident that it cannot even approximate to the estimate of earn- 
ings above quoted, which was supplied for the edification of investors. 
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How much the Gas and Coke Co. may have got for its coke and other 
residuals of gas production, or what its expenses of operation have 
been, cannot be stated. On demand of the gas commissioners, in 
1900, for a record of the operations of the Gas and Coke Co., as 
required by statute, the company refused to give any account of its 
operations on the ground that it is not subject to the statute. No 
prosecution has followed this apparent violation of the law. 

By the present year it is fair to presume that the great volume of 
securities issued by the Gas and Coke Co. have been largely unloaded 
on the public, and it is time for further developments, which are not 
wanting. The Boston TZyranscript of March 29, 1902, in an article 
headed “Boston Gas Situation,” announced that Henry M. Whitney 
was practically out of the Boston field, and that plans for a reorganiza- 
tion of the Gas and Coke Co. had been under consideration since 
July, t901. A little later the newspapers stated that a receiver had 
been appointed for the Gas and Coke Co. by Judge Colt, in a friendly 
suit brought by the United Coke and Gas Co. of West Virginia. In con- 
nection with this suit it was stated that there were claims against the 
Gas and Coke Co. for $2,123,000, of which $230,000 was for defaulted 
interest on its bonds. In a statement to stockholders and bondholders 
of the Gas and Coke Co., published by committees of reorganization, 
in the Boston Zranscript of April 7, 1902, it was said: 

The company has become burdened by a heavy floating indebtedness, 
It appears at no time to have been able to earn the interest on its bonds. 

. It has been forced today into the hands of a receiver 
appears that upwards of six millions of dollars will probably be necessary 
for the rehabilitation of the company. 


Circulars and advertisements, issued on June 18, 1902, over the 
names of Kidder, Peabody & Co. and J. & W. Seligman & Co., give a 
plan for the reorganization of the New England Gas and Coke Co., 
by which its assets are to pass to a new but similar trust to be known 
as the “‘ Massachusetts Gas Companies.” According to this plan the 
new trust is to issue $30,000,000 more of shares, equally divided 
between common and preferred. This $30,000,000 in securities is to 
be issued for the assets of the Gas and Coke Co., plus $3,000,000 in 
cash. 

It is now instructive to view in general the results of the Pipe Line 
charter. Existing plants were amply able, in 1896, to supply the 
present demand for gas in Boston at the prices that have since pre- 
vailed. Nevertheless, the same millions of fresh capital have been 
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invested in new plants and pipes, while the old plants have been left 
idle. Securities based on the Boston gas properties were far greater 
in face value than either the assets or earning capacities would warrant, 
even in 1896. In spite of this, nearly $40,000,000 of new securities 
and debts have since been created, and it is now proposed to add 
$30,000,000 more, that can only derive an income from Boston con- 
sumers of gas. Meantime these consumers wait in vain for the prices 
that were paraded before the public and the legislature by the pro- 
moters of cheap gas. Whatever the motives that influenced the legis- 
lators who voted for the Pipe Line charter, their work has proved 
effective, if not creditable. To criticise the able and public spirited 
promoters of this scheme would be impolite as well as useless. These 
masters of modern finance have simply done what most men stand 
ready to do—made a little money in a perfectly legal and easy way. 
As long as the law permits such uses of property, gentlemen will not 
be wanting to take advantage of it. As long as the investing public 
waits on financial miracles, they will be supplied, at a price. 


Where not otherwise stated the facts of this paper are mainly taken 
from the annual reports of the Massachusetts gas commissioners. 


ALTon D. ADAMs. 
BOsTON. 


NoTE: Since the above was written events have moved rapidly toward consolida- 
tion in the Boston gas field. From the wreck of the New England Gas and Coke Co., 
as it lay stranded in the receiver’s hands, the materials for a new creation, the Massa- 
chusetts Gas Companies, were rescued. This organization is a voluntary trust in the 
hands of ten trustees, and issued at the start preferred shares with a par value of 
$15,000,000, and common shares to an equal amount —a total of $30,000,000 in securi- 
ties. The preferred shares draw 4 per cent. per annum and no more, and both their 
principal and accrued dividends must be satisfied from the assets of the Massachusetts 
Gas Companies before the common shares are entitled to anything whatever. This 
issue of $30,000,000 in securities was made in payment for all the property of the New 
England Gas and Coke Co. except its cash, the stock of the same company, and 
$3,000,000 in cash. The mortgage held by the Central Trust Co. was satisfied and 
the Gas and Coke bonds retired, but some other liens of uncertain amount followed 
the Gas and Coke property into the hands of its new owners. Subsequently it 
appears that the former plant of the Gas and Coke Co. must have been conveyed to 
it, as the Massachusetts Gas Companies now hold a mortgage for $8,000,000 on the 
property of the Gas and Coke Co. 

These transactions left the Massachusetts Gas Companies in complete control of 
the Brookline, Dorchester, and Jamaica Plain gas companies, all three Massachusetts 
corporations. It now remained to acquire the stocks of the Boston, South Boston, 
Roxbury, and Bay State gas companies, four other Massachusetts corporations, in 
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order to control the Boston field. Meantime events favored this purpose. Nearly 
all of the stocks of the four gas companies last named have been on deposit during 
some years with the Mercantile Trust Co. as security for issues of about $8,000,000 
first series and $3,000,000 second series Boston United Gas bonds issued by a Dela- 
ware corporation. Interest on these bonds has been in default for some time back, 
and the sale of the securities on which they were based seemed imminent. In antici- 
pation of this event the Massachusetts Gas Companies, on January 8, 1903, voted an 
increase in their stock of $20,000,000, equally divided between preferred and com- 
mon shares. On February I1, 1903, Kidder, Peabody & Co., acting for the Massa- 
chusetts Gas Companies, purchased the stocks held as security for the Boston United 
Gas bonds, the reputed price being $11,000,000. This sale has been temporarily 
held up by the courts, but the speedy union of Boston gas interests now seems certain. 





NOTES. 


THE PRESENT STATUS OF RIGHTS TO INTERSTATE 
STREAMS. 


THE bringing of suit in the Supreme Court of the United States by 
the state of Kansas against the state of Colorado, to restrain the latter 
state from diverting or allowing the diversion of the Arkansas 
river, has attracted considerable attention to rights to interstate 
streams. The subject is of interest, not to lawyers alone, but to all 
who for any reason are interested in the industrial life of the West, 
since that life depends very largely upon the use made of the streams. 
Few who have not had their attention especially called to the matter 
realize how large a percentage of the streams of the arid region are 
interstate in character. To enumerate those which are would be too 


large a task, while the exceptions make buta short list. The tributaries 
of the Great Salt Lake, except Bear river, are entirely within the state 
of Utah ; The Humboldt river is entirely in Nevada ; the Salt and Gila 


rivers lie practically within the territory of Arizona; and the Pacific 
coast states contain a large number of streams which are wholly within 
a single state. Outside of the streams referred to, the entire water 
supply of the arid West will be affected by the policy adopted regard- 
ing rights to interstate streams. The future tense is used in the last 
sentence for the reason that as yet the subject has received little atten- 
tion, and no case directly involving the question has been decided by 
the United States Supreme Court. The reason that so important asub- 
ject has received so little attention is a perfectly natural one. The 
whole body of laws and customs governing irrigation has been a growth 
from small, isolated beginnings, and the laws enacted have been 
attempts to give legal sanction to existing practices or to harmonize 
existing conditions rather than rules laid down for the control of future 
development. When irrigation began there were no laws regarding the 
rights to water from streams. Every farmer took what he wanted, and 
in doing so interfered with no one. As this process continued, a stage 
was reached where further diversions took water away from those pre- 
viously using it. This led to the adoption of laws declaring that the first 
user was first entitled to supply his wants, and after him the second, 
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and after him the third— “first in time, first in right” was the rule. 
Utah began by giving the county courts control of water privileges, and 
for thirty years made no provision for protecting water users in one 
county from those taking water from the same stream in a county 
above. At the end of that time provision was made for inter-county 
boards to control entire streams. Colorado, in providing for pro- 
tecting rights to streams, divided her territory into water districts, the 
size of which was regulated by the amount of work necessary, on the 
part of the water commissioner, in dividing the water among those 
entitled to it. On asingle stream there are several districts one above 
the other. At first the rights in each of these districts were adjudicated 
and administered entirely independent of rights in the districts above 
and below. It was soon found, however, that the water was being 
taken away from farmers in the lower districts by later comers in the 
upper districts. This led to treating a whole stream and its tributaries, 
so far as they are in Colorado, as a unit, and making rights in one dis- 
trict on a stream subject to prior rights in another. This has answered 
the needs of Colorado, but the time has now come when there is a 
demand for protection for farmers in Kansas, Nebraska, Wyoming, and 
New Mexico from those who would use the water in Colorado. The 
question of the relation of the rights in one state to those in another 
has not received judicial attention until recently, because development 
had not proceeded so far that the use in one state interfered with that 
in another. It follows that any further development will make the 
settlement of this question of more and moreimportance. This paper, 
as its title implies, discusses the present status of rights to these 
streams, rather than what is likely to be, or what ought to be. 

The general rule governing rights to water in the arid states is 
stated by Judge Knowles of the United States circuit court for the dis- 
trict of Montana, as follows: 

It is a recognized rule of law that a persen who has appropriated water at 
a certain point in a stream is entitled to have so much of the waters of said 
stream as he appropriated flow down to him to the point of his diversion.* 

It has been held repeatedly that this right is not based on state 
laws. In Hoffman v. Stone (7 Ca/., 47, 48) the supreme court of Cali- 
fornia said : 

The former decisions of this court in cases involving the right of parties to 
appropriate waters for mining and other purposes, have been based upon the 
wants of the community, and the peculiar condition of things in the state, 
rather than any absolute rule of law governing such cases. 


* Howell v. Johnson, 89 Fed. Rep., 556. 
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In a more recent case (Lux v. Hagin, 69 Cal, 255) the same court 
said: 


From a very early day the courts of this state have considered the United 
States government as the owner of running waters on the public lands of the 
United States, and of their beds. Recognizing the United States as the owner 
of the lands and waters, and as therefore authorized to permit the occupation 
or diversion of the waters as distinct from the lands, the state courts have 
treated the prior appropriator of water on the public lands of the United 
States as having a better right than a subsequent appropriator on the theory 
that the appropriation was a//owed or licensed by the United States. 


The question of the basis of the right of appropriation was raised 
in the case of Howell v. Johnson, above referred to. The case is so 
clearly and briefly stated by the court that his statement is quoted 
below : 


The plaintiff is a citizen of the state of Wyoming. The defendants are 
all citizens of thestate of Montana. In his bill of complaint the plaintiff sets 
forth that he is the owner of certain lands in the state of Wyoming, and that, 
for the purpose of irrigating the same, he appropriated certain waters of a 
a creek called “Sage Creek.’’ This creek has its source in Montana, and 
flows for some distance within its boundaries before it enters the state of 
Wyoming. Plaintiff's ditch and point of diversion of said waters are both 
within the last-named state. Defendants settled along the line of said creek, 
in Montana, subsequent to the appropriation of plaintiff, and in said state have 
diverted, it is alleged, the waters of said creek, and prevented the same from 
flowing down to plaintiff's ditch and land. Plaintiff has sued defendants in 


this court, and asks to have them enjoined from so diverting said waters. 
Defendants have filed a demurrer to this bill. 


The points presented in this demurrer are that plaintiff, having a water 
right acquired under and by virtue of the laws of Wyoming, cannot come 
into this court to enforce the same. It is also claimed that the rights 
pertaining to this water are under the control of the legislative power of 
Montana. 

Considering the first point, it is urged that the right of plaintiff, being 
acquired under and by virtue of the laws of the state of Wyoming, can be 
enforced only as to citizens of Wyoming, and not against citizens of Montana, 
who have diverted water only in Montana. Is the right claimed by plaintiff 
one which accrues only by virtue of the laws of Wyoming? Plaintiff alleges 
that he made his appropriation of the waters of said creek in accordance with 
the laws of Wyoming and Montana. Allowing that there could be no appro- 
priation of the waters of said creek made in Wyoming under and by virtue 
of the laws of Montana, still the allegation that the appropriation was made 
under the laws of Wyoming remains. According to the bill plaintiff's appro- 
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priation was made on the rst day of August, 1890. At that date sections 
2339 and 2340 of the Revised Statutes were in force. They provided: 

‘Whenever, by priority of possession, rights to the use of water for 
mining, agriculture, manufacturing, or other purposes, have vested and 
accrued, and the same are recognized and acknowledged by the local 
customs, laws, and the decisions of courts, the possessors and owners of such 
vested rights shall be maintained and protected in the same; and the right 
of way for the construction of ditches and canals for the purposes herein 
specified is acknowledged and confirmed ; but whenever any person, in the 
construction of any ditch or canal, injures or damages the possession of any 
settler on the public domain, the party committing such injury or damage 
shall be liable to the party injured for such injury or damage. All patents 
granted, or pre-emption or homesteads allowed, shall be subject to any vested 
and accrued water rights, or rights to ditches and reservoirs used in connec- 
tion with such water rights, as may have been acquired under or recognized 
by the preceding section.” 

In the case of Basey v. Gallagher (20 Wad/., 670), the Supreme Court 
said in regard tothis act: ‘The act of Congress of 1866 recognized the 
right to water by prior appropriation for agricultural and manufacturing 
purposes as well as mining;" and also decided that if the right to appro- 
priate water for any of the purposes named was recognized by either local 
customs, or by the legislation of any state or territory, or by the decisions of 
the court, it would be sufficient. The allegation in the bill that the water was 
appropriated under the laws of the state of Wyoming would meet the require- 
ments of the said act of Congress. Up to the passage of the said act of 1866, 
the right of the prior appropriator to use water, for any of the purposes above 
named, had, in the arid and mining regions of the West, been recognized as 
against any other person, claiming the same, but not as against the national 
government. This act, coupled with the act of July 9, 1870, embodied in 
said section 2340, recognized the right of the prior appropriator of water 
upon the public domain, even as against the United States and its grantees, 
if said appropriation was authorized by the statute of the state where the 
appropriation was made. (Black’s Pom. Water Rights, No. 25; Osgood v. 
Mining Co., 56 Cad, 571.) The rights of the plaintiff do not, therefore, rest 
upon the laws of Wyoming, but upon the laws of Congress. 

The legislative enactment of Wyoming was only a condition which 
brought the law of Congress into force. 


From the above decisions the principle seems settled that the rights 
acquired by appropriation do not have their origin in state legislation, 
and will, therefore, be protected regardless of state lines. 

Assuming this to be true, the practical question of the methods of 
determining and enforcing these rights arises. So far as the writer is 
able to discover, but three cases involving the question of jurisdiction 





NOTES 277 


over such rights have been decided by courts of last resort. The first 
of these was the case above cited at length— Howell v. Johnson. This 
suit was brought in the United States circuit court, and, as seen, the 
court upheld its own jurisdiction. 


The second case came before the supreme court of Colorado." 
This case was one in which the lower Colorado court, in adjudicating 
the rights to a stream flowing from Colorado into New Mexico, refused 
to recognize the right of a ditch diverting water to be used in New 
Mexico, on account of lack of jurisdiction. This decision was con- 
firmed by the supreme court, which said, however, that in taking that 
position it did not decide the question as to whether water can be 
diverted in Colorado for use in New Mexico. What was decided was 
that “from these enactments (the laws of Colorado providing for the 
adjudication or water rights) it is altogether conclusive that in these 
proceedings, at least, the intention of the general assembly was to limit 
the adjudication to ditches irrigating lands situate in this state, and 
not elsewhere.”’ The inference would seem to be that this right might 
be protected in the courts of Colorado, if brought before them in some 
other way. The position of a person diverting water from this same 
stream in New Mexico for use in New Mexico would not differ from 
that of the person diverting in Colorado for use in New Mexico. If 
rights in Colorado were subject to the one, they would be to the other. 

In astill more recent Utah case’ the question here under discussion 
is directly decided. Deep Creek or Curlew Creek rises in Idaho and 
flows into Utah. The stream is used for irrigation on both sides of 
the state line. Action was brought in Idaho, by certain Utah parties, 
to quiet titles to the waters of the streams, and the court rendered a 
decree defining the rights of the parties in both states. Later the 
Utah parties brought an action in their own state, praying for a decree 
defining their rights in accordance with the decree of the Idaho court. 
This latter case came to the supreme court of Utah, which held as 
follows : 

It is insisted on behalf of the respondents that, if this court should hold 
that the Idaho court was without jurisdiction to enter the decree here sued 
on, then the Utah parties would have no court to resort to that could protect 
their property rights, and that the Idaho settlers could with impunity divert 
the waters from this stream in Idaho, and the Utah parties would be remedi- 
less. With this contention we cannot agree. It is a recognized rule of law 


tLamson v. Vailes, 67 Pac., 231. 


?Conant v. Deep Creek and Curlew Valley Irrig. Co., 66 Pac., 188. 
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that a person who has appropriated water at a certain point in a stream is 
entitled to have so much of the waters of said stream as he has appropriated 
flow down to him to the point of his diversion; and if the settlers higher up 
on the stream, in another state, whose appropriations are subsequent, divert 
any of the waters of the stream which have been so first appropriated, then 
the courts of the latter state will protect the first settler in his rights. Howell 
v. Johnson (C. C.), 89 Fed., 556. The Idaho courts, therefore, have ample 
and complete jurisdiction to protect the rights of respondents to have the 
waters which they have appropriated, and which they divert in Utah, flow 
through the channel of the stream, and to limit and determine the rights of 
the Idaho appropriators with reference thereto; and by the decree entered in 
the suit in the district court of Oneida county, Idaho, such rights were fully 
protected, and may be enforced by proper proceedings in that court. But 
this rule of law cannot be so extended as to give to the Idaho court jurisdic- 
tion to adjudicate and determine the rights, as between themselves, of the 
several appropriators who divert water from said stream in Utah, and use the 
same for irrigation upon lands in this state, and to quiet their titles thereto. 
Such matters are exclusively within the jurisdiction of this state, and, in so 
far as the decree of the Idaho court attempted to determine and quiet the 
title to such waters, it was a nullity, and could not form a foundation for this 
suit. 

It appears from the cases cited, which are the only ones yet decided, 
that suits for the protection of rights in a lower state against diversions 
in a higher state can be maintained either in the courts of the upper 
state or in the United States courts for the proper districts. 

Two cases are now pending in the United States courts, the most 
important of which is the suit of the state of Kansas against the state 
of Colorado. The other, aceording to newspaper reports, is brought 
in the United States district court by Wyoming parties using water 
from Sand creek, one of the headwaters of Laramie river, and flowing 
from Colorado into Wyoming, to restrain the diversion of the water 
of the Creek in Colorado, by a canal which has been very recently 
constructed. The plea in the latter case is that the Wyoming parties 
were the first users of the water, and are therefore entitled to be 
protected in that use. This contention is entirely in line with the 
decision cited above. 

The Kansas-Colorado case was brought in the Supreme Court 
of the United States, as a controversy between states. Briefly, the 
state of Kansas asked that the state of Colorado be prohibited from 


allowing any further diversion from the Arkansas river, and from 


extending the charters of corporation now diverting water from that 
stream. Colorado’s answer related to the question of jurisdiction. In 
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this contention the court decided in favor of Kansas. The court, in 
the decision handed down, states the case as follows : 

The state of Colorado contends that, as a sovereign and independent 
state, she is justified, if her geographical situation and material welfare 
demand it in her judgment, in consuming for beneficial purposes all the 
waters within her boundaries; and that, as the sources of the Arkansas river 
are in Colorado, she may absolutely and wholly deprive Kansas and her 
citizens of any use of or share in the waters of that river. She says that she 
occupies toward the state of Kansas the same position that foreign states 
occupy toward each other, although she admits that the constitution does not 
contemplate that controversies between members of the United States may 
be settled by reprisal or force of arms, and that to secure the orderly adjust- 
ment of such differences power was lodged in this court to hear and 
determine them. The rule of decision, however, it is contended, is the rule 
which controls foreign and independent states in their relations to each 
other; that by the law of nations the primary and absolute right of a state is 
self-preservation ; that the improvement of her revenues, arts, agriculture, 
and commerce are incontrovertible rights of sovereignty; that she has 
dominion over all things within her territory, including bodies of water, 
standing or running, within her boundary lines; .... 

The state of Kansas appeals to the rule of the common law that owners 
of land on the banks of a river are entitled to the continual flow of the 
stream, and while she concedes that this rule has been modified in the west- 
ern states so that flowing water may be appropriated to mining purposes and 
for the reclamation of arid lands, and the doctrine of prior appropriation 
obtains, yet she says that the modification has not gone so far as to justify the 
destruction of the rights of other states and their inhabitants altogether; and 
that the acts of Congress of 1866 and subsequently, while recognizing the 
prior appropriation of water as in contravention of the common-law rule as 
to a continuous flow, have not attempted to recognize it as rightful to that 
extent. In other words, Kansas contends that Colorado cannot absolutely 
destroy her rights, and seek some mode of accommodation as between them, 
while she further insists that she occupies, for reasons given, the position of 
a prior appropriator herself, if put tv that contention as between her and 
Colorado. 


As has been said, the court has jurisdiction and the case is to be 
tried on its merits. The contention of Colorado that she has the 
absolute right to do as she pleases with the water in her own state is 
not upheld by any of the decisions so far rendered, and her own 
supreme court, when it had the opportunity to announce the principle 
contended for by Colorado in this case, failed to doso. Kansas, on the 
other hand, claims an equally exclusive right to have the water of the 


river flow down to her. Not having full faith in her own contention, 
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however, she claims that she is the prior appropriator, and is therefore 
entitled to have the relief prayed for. Under the accepted theory of 
prior rights, Kansas, as a state, is not entitled to have the diversions 
in Colorado prohibited, but the individual appropriators in Kansas are 
entitled to have such appropriations in Colorado as are subsequent to 
their own restrained, if it is shown that diversions in Colorado actu- 
ally deprive the earlier Kansas ditches of water. It is claimed by 
Colorado that even if the water was not used in that state, the ordi- 
nary flow of the river would not reach far into Kansas, but would be 
lost by evaporation and seepage in the broad, sandy bed of the river 
in eastern Colorado and western Kansas. The court has ordered that 
evidence as to such practical questions as this be submitted when the 
case comes up again. 

There is urgent need for the settlement of the questions raised in 
this case. The establishment of the contention of either party would 
be a great hardship on present irrigators and would be a great hin- 
drance to future development. If the upper state may use the entire 
water supply originating within its borders, water users in every state 
in the West except Colorado may be deprived of the supply which has 
made their settlement possible. On the other hand, if the lower state 
has a right to the undiminished flow of the streams entering its terri- 
tory, all future agricultural development in the Rocky Mountain 
states is precluded. The enforcement of priorities regardless of state 
lines has behind it the decision of the United States and state courts 
and the interest of all users of water, present and to come. 


Ray P. TEELE. 
WASHINGTON. 


SOUTH AUSTRALIAN STATE SOCIALISM. 


On the 22d of February, 1894, a special train conveyed a hundred 
families, in number about 350 persons, to the borough of Morgan, on 
the Murray river in South Australia, too miles from Adelaide. The 
heads of these families were laborers out of work, and for the most 
part unacquainted with one another. Only a few had definite social 
ideals; most came out to escape the misery of the great town, to 
establish a home in the country, and to find remunerative work. The 
government of South Australia opened for them a suitable credit 
account and sent them to Lyrup, where they were assigned tracts of 
land, which by a law passed in 1893 they were to occupy jointly, until 
they should have repaid the money advanced by the state. Upon 
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repayment, however, they were to acquire the right of dividing the 
land among themselves as private property. 

Shortly after this, in the same district—that is to say, in the 
neighborhood of Morgan —arose the village settlements of Pyap, 
Holder, Waikerie, Gillen, and New Era; somewhat later New Provi- 
dence, Moorook, and Kingston followed. These latter were better 
organized and enjoyed the advantage that their members had already 
become thoroughly acquainted with one another in Adelaide and 
possessed some private means. The tenth and last, and at the same 
time the smallest and most remote, village, Murtho, consisted of 
adherents of the doctrines of Henry George. Each of these brought 
£60 with him. This settlement rested on a purely communistic basis; 
but it was closed in March, 1g00, and disposed of on a lease at what 
may be considered a satisfactory rental, sufficient to cover practically 
the whole of the unpaid balance of the money advanced for improve- 
ments. 


The Opposition in the South Australian parliament has unjustly 
reproached the ministry with having made “costly communistic experi- 
ments,” and thus it has become customary to name the colonies we are 
describing ‘the Australian communistic villages,” although, as was 
said, only one of them deserved this designation. Indeed, the experts 


who were on the spot never made this mistake. Michael Davitt calls 
them “ workmen’s colonies.”” Henry R. Walker speaks of them as 
“labor co-operative societies,” and the official expression is “ village 
settlements.” At any rate, the prescribed joint occupation, with its 
necessary accompaniments, gave the whole plan a certain half-communis- 
tic air; but this was merely temporary and was not real communism. It 
was not the intention of the government to promote a communistic 
experiment. The doctrines of communism were, moreover, unknown 
to most of the settlers, and, indeed, their aims were directly opposed 
to these doctrines. At the end of 1893 South Australia was visited by 
a severe economic and financial crisis, which forced the government to 
stop the great public works. The purchasing power of the public was 
weakened, and the foreign trade of the colony suffered exceedingly. 
The result was that at the beginning of 1894 a considerable number of 
workmen were starving, while the trade unions, crippled immeasurably 
by the great strike of 1890-91, were unable to help them. Good 
advice was all the more needed at that time, for the government was 
averse to emigration, because the colony with its enormous area, had 
only 320,000 inhabitants. The policy of promoting the cultivation of 
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unused land by means of willing settlers has been followed by all the 
Australian states since 1861, and this put it into the minds of the chief 
authorities in Adelaide to make use, for this purpose, of a portion of 
these unemployed workmen. They were all the more ready to do this 
as the crowding of the unemployed together in the chief town might 
easily have led to disturbances and to the lowering of the current rate 
of wages. The plan, unfortunately, was carried out without sufficient 
method and with too great haste. 

In 1893 a law had been passed with the object of attracting to the 
colony small capitalists, to whom the earlier laws had offered no satis- 
factory method by which they could get occupation of land in the way 
they wished. The new law decreed that every suitably qualified 
person, together with at least twenty co-operators, should have the 
right to found a village settlement on a self-governing and co- 
operative basis. A man must possess at least £50 to enable him to 
join such an association. Such persons as the following are not held to 
be qualified: ‘Asiatics, foreigners who do not know English, persons 
living in concubinage, those who have been expelled from similar 
settlements, those affected by contagious diseases, married women not 
living with their husbands, persons under eighteen or over fifty years 
of age.’’ For the settlement of quarrels or legal questions recourse 
must be had to abitrators and ordinary courts of law avoided. 

The government placed land, to the extent of sixteen acres a head, 
at the disposal of the settlement on the following conditions : 

For ten years 2s. 8d. an acre must be expended annually on improve- 
ments. The government is to receive a yearly rental of about 2s. an acre; 
but loans for improvements may be granted, which, however, must not 
amount to more than £50 a head. These money loans must be paid back 
within ten years, and after the third year 5 per cent. interest is charged. The 
inhabitants of a village settlement are jointly responsible for the repayment, 
and until this has taken place the association cannot be dissolved ; but as soon 
as all is paid the piece of land occupied by each settler passes into his per- 


sonal possession. 


In consequence of the starving condition of many workmen, the 
Adelaide Industrial and Labor Council presented a petition to the 
minister for agriculture, Mr. Gillen, asking that the new law, passed 
for the benefit of small capitalists, might also apply to those penniless 
laborers who might be inclined to settle on the Murray river. The 


government agreed, paid the traveling expenses of the applicants, 
granted them the necessary money advances on loan, and consented to 
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their occupation of considerable tracts of land, in all about 68,755 
acres. The public supported the undertaking by subscribing smaller 
amounts. Mr. Gillen hoped by this experiment not only to aid the 
starving people, but also to profit the state, because he expected that 
the new settlers would by their labor on irrigation works reclaim those 
tracts of land hitherto considered unfit for cultivation on account of 
the uncertain amount of rainfall. This expectation has been fulfilled, 
though by no means so quickly and smoothly as was expected. 

If it rains, as it usually does in May, the river becomes extremely 
broad and leaves behind it a rich alluvial deposit; but frequently 
there is not a drop of rain from August to February. Moreover, the 
rabbits have increased so greatly that many squatters have been ruined 
by them. 

Until a few years ago, therefore, only fishermen and wood-cutters 
could exist in that country. In order to have the rich resources of the 
Murray developed, the ministry about thirteen years ago accepted the 
offer of the Canadian firm of Chaffey, which consists of large capital- 
ists, to start an irrigation company. ‘The firm received 250,000 acres 
of land free of payment, in return for its engagement to lay out 
£300,000 on the same within twenty years. The company was 
empowered to sell pieces of land with a guarantee of their sufficient 
irrigation. It therefore undertook to erect and lay out within five 
years great fruit-drying and fruit-gathering premises, and to cede to 
the government a twentieth part of the irrigated land, partly for the 
erection of a school of agriculture, partly for other state purposes. The 
Chaffey works were begun in 1888. When the Lyrup settlement was 
started in the close neighborhood of the Chaffey land, the Canadian 
firm had already expended £100,000 in pumping engines and had 
planted about 5,000 acres with fruit trees ; and more than 600 persons 
were living on the portions of land that had been properly prepared. 
In Renmark there were already a post-office, a bank, a school, ware- 
houses, churches, a hotel belonging to the community and established 
on the Gothenburg system, with the condition that the profits should 
be employed for the public welfare. In such favorable surroundings 
did the starving people of Adelaide settle, between Morgan and Ren- 
mark, that is, on a tract of land about roo mileslong. The first settle- 
ment was founded, as was said, in February, 1894 ; the last in January, 
1895. The conditions of the arrangement with the government and 
the local circumstances forced the colonists to work under a system of 
joint labor, but they were free to organize this system as they liked. 
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The people of Lyrup, which was the earliest settlement, drew up the 
first statutes, and these were adopted word for word by the remaining 
villages. 

To illustrate the organization of the settlements we give in the fol- 
lowing paragraphs the chief points of these statutes : 


New members pay an entrance fee. Their admission depends on their 
election by the majority of the general assembly. If anyone leaves the asso- 
ciation, he remains responsible for his share of its debts. According to the 
circumstances of the case, the council of management can demand from him 
a guarantee or grant him an indemnification. If a member wishes to give up 
his lot to an outsider, he must get the permission of the council of manage- 
ment. A man can be expelled by the council (on eight grounds), but he has 
the right of appeal to the assembly. The chief grounds of expulsion are 
insubordination and disregard of the repeated warnings of the authorities. 
The expelled person loses all his rights, but remains answerable for his share 
of the obligations of the society. The community however may grant him an 
indemnity. His removal may be effected by force (if necessary). The coun- 
cil of management consists of five members, two of whom retire each half 
year. Its chief duties consist in representing the settlement in its dealings 
with the government, in awarding the blocks to the villagers, in the erection 
of buildings, the laying out of industrial premises, the purchase and expendi- 
ture of all requisite materials, the building and management of warehouses 
for the necessaries of life and for selling the products of the settlement to 
strangers, the fixing of the amount of rations, the maintenance of order and 
discipline, the execution of the decrees of the general assembly, and the 
guarding of the interests of the community in general. The secretary is 
nominated by the council and under its superintendence looks after the book- 
keeping, the money matters, etc. All the more important decisions of the 
council are subject to ratification by the general assembly. A dividend, 
amounting at most to two-thirds of the net profits, may be divided equally 
among the members. The villagers owe obedience and respect to the coun- 
cil. They must dwell on the blocks assigned to them and may not go away 
without permission, Each man receives every year a furlough of two weeks 
at a time fixed by the council. Every settle: is allowed to manage his own 
portion of land as seems good to him, although he has not the right of owner- 
ship in the soil nor the improvements on it. But he remains in personal 
possession of all tools brought with him and of all movable goods that have 
been placed at his disposal. Each member of the community receives wage- 
coupons, on presentation of which he obtains all the necessaries of life, in 
amounts varying in proportion to the means in hand. The table of prices is 
fixed according to the number and age of the members of the family. Any- 
one who does not use up all his coupons has their value made good to him 
later on, if the means of the society allow. After payment of the loans, rent, 
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and taxes, the society can dissolve itself and divide the land among its mem- 
bers as their private property. 

The statutes, as we see, exhibit some features which give a half- 
communistic appearance to the settlement; for example, the joint 
management under the control of an elected council of administration, 
the obtaining of all necessaries from the association’s own store, the 
fact that there is no right of personal property in the blocks. This 
appearance is, however, entirely removed by other regulations, such as 
the following: that a man can do what he likes with his own portion 
of land; that the usufruct during the whole period of joint labor is 
secured to him; that in case of the dissolution of the society the owner- 
ship of the land is vested in the members on payment of a low rent; 
that the payment of dividends is arranged for; that the unused assigna- 
tions, 7. ¢., coupons form, in a certain way, a private capital; that 
after the payment of all debts the society can be dissolved and the pro- 
perty subdivided, if so resolved on by a majority of the members. 
These individual features prove the provisional character of the com- 
munistic statutes introduced, not voluntarily, but of necessity. 

Among the chief obstacles against which the settlers had to contend 
was the difficulty of securing experienced persons for the management. 
If an enterprise is to prosper, all plans and preparations first of all, 
and afterward the carrying on of the business, must be under the direc- 
tion of capable men; but in this respect the settlements were much 
hampered, for among the villagers could be counted only a few men 
sufficiently trained in the different branches of work, and a still smaller 
number fitted for leadership. The natural consequence was a series of 
blunders, dissensions, losses of time and money, jealousies, removals, 
new elections, failures of discipline, etc. Such things have been 
experienced often enough before in other social colonies, from Cabet’s 
Icaria down to Lane’s New Australia. This is even the case when 
settlements of this kind are working with their own money and hold 
general assemblies very seldom; and things were still worse in the 
Murray valley where men were carrying on their business with borrowed 
capital and meeting together every month. The burdensome condi- 
tions under which these settlements had to make their purchases proved 
another great drawback; for after the money advanced by the state 
and subscribed privately had been exhausted (the latter sum amounted 
to £4,000), the contractors for supplying goods to the villagers raised 
their prices in proportion to the insecurity of the credit. In short, the 
financial state of the settlements was from the beginning much too 
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depressed for them to be able to engage really effective, that is to say 
costly, managers. The situation was made still worse by faulty organi- 
zation, as may be seen in the statutes. 

About the middle of the year 1895, when the minister of agricul- 
ture saw that the legal amount of the loan (£50 a head) had already 
been exceeded, and that there was no prospect of repayment, he got 
the legislature to empower him to increase the loan to £100 a head 
and to extend the period before repayment must begin from three to 
five years. He did this in the hope of giving new life to the settle- 
ments. He recognized that the extensive independence granted to the 
associations had led to abuses and caused the introduction of some 
controlling supervision to appear desirable; he, therefore, suggested 
that Parliament should send a committee to study the condition of 
affairs on the spot. This committee examined 115 persons and sent 
in a report in November. It appeared from the report that the money 
advanced by the government amounted to over £26,000, not reckon- 
ing the debt for the goods furnished by the state, and the arrears of 
rent and taxes, while the number of families had fallen from 592 to 
440. Some 650 acres had been turned into arable land and about half 
of that brought into cultivation. The pumps that had been set up 
sufficed for the irrigation of about 250 acres, a quarter of which had 
been irrigated first, and then planted with fruit trees, vines, vegetables, 
and fodder for cattle. The products of the season were valued at 
£6,624, and reckoning, in addition to this, the cost price of the 
machines, stock, tools, buildings, and improvements, the credit side of 
the account amounted to £47,624, against which stood debts to the 
sum total of £37,416. 

In consequence of the report of the committee, some of the villages 
were very soon closed, partly on account of the too great proximity of 
Morgan with its public houses, partly on account of serious quarrels, 
and partly on account of the poorness of the soil. Only eight villages 
remained ; and now there are only seven, for Murtho, as has already 
been mentioned, was given up last year. The whole superintendence 
was entrusted by the government to a village expert, Mr. P. McIntosh, 
who lives in Overland Corner, visits the communities frequently and 
aids their managers with his advice and assistance. “Since his appoint- 
ment,” writes M. Louis Vigouroux,’ “quarrels have abated and the 
works are much better directed This expert is very intelligent 
and saves the settlers much loss of time and many disappointments.” 


*“ D’évolution sociale en Australasie” (Appendix), Paris, 1902. 
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From the time of that inquiry up to the end of June, 1897, there has 
been a considerable increase in the extent of the land cultivated (about 
476 acres), but, on the other hand, the great decrease in the number 
of inhabitants has resulted in perceptibly increasing the pressure of 
the burden of debt on the individual members. On the whole the 
financial condition of the settlements at that time, about the middle of 
1897, was far from satisfactory. Other circumstances arising from the 
practical application of the statutes also caused discontent; for exam- 
ple, the system of coupons, the unnecessary liberality in the amount 
of the rations, the equal treatment of the idle and the industrious, etc. 

The necessity of a fundamental change in the methods of man- 
agement became evident, and Mr. McIntosh devised a system which 
should combine the advantages of a co-operative business with as sub- 
stantial a guarantee as possible to each man of the profits of his own 
labor. This system was introduced, by way of trial, first in Ramco, 
where circumstances were especially favorable, because the villagers 
there had made fewer mistakes and were less burdened with debt than 
the others, and because, moreover, they were all unmarried men and 
had not families to support out of the proceeds of their labor. Lyrup 
also received permission to adopt a transition system. From the 
following short comparison the chiefs points of both systems will be 
seen: In Ramco the common property is divided into twenty-five 
blocks ; each member receives a block and in return is answerxble to 
the council of management for the twenty-fifth part of the debts of the 
association. In Lyrup each member can occupy and cultivate the 
piece of land assigned to him by the council —at least five acres—on 
a yearly payment of 2s. 6d.an acre. In Ramco each member pays his 
own quota of the whole cost of irrigation; in Lyrup he pays only for 
the water used for the irrigation of his own land. In Ramco the work, 
even on the separate blocks, is done jointly, while in Lyrup each man 
can work as he likes on his own block. The men of Ramco may 
spend 15s. every week out of their wages, and they receive the rest at 
the end of the year. The Lyrupers, on account of the bad state of 
their finances, can spend only half of their earnings and must wait for 
the remainder an indefinite time until circumstances will allow of their 
receiving payment. 

We see that the Ramcoers, contrary to the ruling of the law of 
1893 and the conditions on which they obtained loans, were allowed 
to a certain extent to assume an individual right of property in the 
land even before the fulfilment of theirengagements. Thus a personal 
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responsibility replaced the solidarity of a joint guarantee. In both 
villages every man works at the same time on his own account and for 
the advantage of the society. Whenever it is possible, recourse is had 
to work by contract. For example, a man who fells a ton of firewood 
earns 2s. In both villages the work done in common, always the 
largest part of the whole work, is placed under the charge of a “ man- 
ager,” an expert, who directs the work and has large powers; but 
appeal can be made to the minister of agriculture against any possible 
misuse he may make of these powers. M. Vigouroux writes: 

When I visited the settlements in May, 1898, the regulations and rules of 
all of them embodied the reforms that had been thought necessary by the 
parliamentary committee of 1895, namely, a better guarantee for the rights 
of each individual member; the settlement of punishments for offenses 
against order and discipline, which in many cases made expulsion unneces- 
sary; the authorization of the minister to remove the managers; the super- 
vision of the managers by a village expert. The majority of the inhabitants 
of Ramco and Lyrup appeared to me to be content with the new order of 
things. 

Michael Davitt and the other visitors of the settlements, among 
them the minister of agriculture, also received this impression. 


The women are delighted [remarks M. Vigouroux] because there are no 

public houses in the neighborhood and the children enjoy good health. 

In certain villages, especially in Holder, the dwelling-houses are 

much more comfortable and better built than the usual town dwellings of 

laborers. The state of health is generally excellent. The material condi- 

tions of life are satisfactory. As for the intellectual element, it is furnished 
by the visits of strangers and by books. 

Visits, concerts, picnics, dances, etc., constitute the social inter- 
course of the communities. 

Now that the chief difficulties have been overcome the people have 
grown much attached to the soil. . . . . The majority of these once starving 
people will not be disappointed in their hope of making for themselves a 
home on the Murray... .. The government of South Australia will not 
have cause to repent the money they have sunk in this experiment if it is 
successful in securing a satisfactory existence to hundreds of families on 
that river. Besides, this government, and the same may be said of all 
the Australian governments, is continually endeavoring to benefit the unem- 
ployed and to create a middle class of peasant proprietors. 


With regard to the prospect of repayment of the state loans, M. 
Vigouroux says in another part of his interesting and valuable book 
that it is very doubtful whether the state will ever see again any 











NOTES 289 


considerable portion of the capital advanced ; but it is probable that, 
if the weather and harvest conditions are not disappointing, it may be 
able to exact a permanent interest of 5 per cent. The Year Book of 
Australia gives the total number of persons living in the “village 
settlements” as 787 at the end of 1898. McIntosh’s last report, dated 
July 24, 1901, gives them at 513, including 338 children—a great 
falling off. But on the other hand, the extent of the land irrigated 
and under cultivation had increased considerably. The said expert 
writes : 


During the past twelve months the general progress of the settlement has 
been of a more satisfactory nature than for any previous term, for, although 
the average number of settlers employed was less than for 1898-9, yet practi- 
cally more useful and permanent work was accomplished during the past 
year, the greater portion of which was directed toward the ultimate settlement 
of the villages upon the blocks. 

All the villages have this object in view, although none can fulfil 
the original conditions of repayment, etc. 

Upon the present condition of the separate co-operative associa- 
tions, we will take some short statements from McIntosh’s detailed 
report : 

Lyrup: he actual returns [of the harvest of 1899-1900] practically 
doubled that of the preceding season, the credit for which is mainly due to 
the present management. For the ensuing season the yield should, provided 
the property is managed upon the same lines as at present, be double that of 
the past season. 

Pyap: The settlers hereare apparently tired of the original system, and 
are now discussing a proposed alteration on lines somewhat similar to those 
existing at Ramco or Lyrup. The prosperity of this place under a strong 
practical management and the block system, can be assured; but without 
some such change I see no possible hope for the ultimate success of the place. 

Moorook should be in position to meet its current expenditure and leave a 
considerable margin of profit, provided the prospective crops can be safely 
harvested ; but, unless the roll of membership is considerably increased, it 
will be necessary to employ outside labor for the purpose. In the event of 
the property being subdivided into blocks, the prospective owners will be in 
possession of really first-class holdings, with bright prospects of success at 
an early date. 

Kingston: The prospective return should be sufficient to meet the out- 
going expenses in the future, but the greatest economy must be exercised for 
the next two years; eventually Kingston will be one of the most profitable 
estates on the river, provided it is managed judiciously. All the necessary 
channels for the irrigation of the blocks are concreted, and within a month a 
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water supply sufficient for all the requirements of the present population will 
be successfully completed. 

Holder: The decrease in membership necessitates the requirement of 
fewer blocks and consequently a much more economical system of channel- 
ing. The area under cereals here should, provided the season continues 
favorable, yield sufficient to meet the annual expenditure ; but the strictest 
economy will be required in all branches for the next two years to pull the 
place through. 

Waikerie: I still hold the opinion that Waikerie has greater possibili- 
ties before it than any of the other settlements ; but a firm and practical man- 
agement, with the most rigid economy, will be required for the next two years 
to place the estate on a thoroughly sound basis. 

Ramco: The whole of the settlers are now residing upon their respective 
blocks as surveyed, and the place presents a much more permanent and 
attractive appearance than any of the other settlements at present. With 
judicious and economic management no further financial aid should be neces- 
sary at Ramco. 

Mr. McIntosh closes his report with these words : 

Great interest is manifested in the proposed future legislation on behalf 
of the associations, and no doubt exists but that the actual knowledge of an 
alteration in the present act will materially benefit the general community by 
causing them to be more economical, independent and self-reliant. 

Mr, Gillen’s experiment, begun without sufficient preparation and 
forethought, may still end happily, even in a somewhat limited form. 
Indeed, M. Vigouroux thinks, and probably with justice, that the 
experiment would have been finally shipwrecked long ago if the Chaf- 
fey estate had not done pioneer work which facilitated matters propor- 
tionally for the unskilled and starving men from the great town. 
Without the markets and shipping provided by the Canadian firm, 
without the experience gained by their 600 blockers, it would proba- 
bly have fared very badly with the Adelaide workmen on the Murray. 


LEOPOLD KATSCHER. 
BUDAPEST. 


THE SITUATION iN FINLAND." 


Tuts book, which has appeared simultaneously in Danish, French, 


and English, is especially welcome at this time when thousands of Fin- 
nish immigrants, driven by the troubled political condition of their 
country and by economic distress, are seeking a new home in the 


*N. C. FREDERIKSEN, Finland, /ts Public and Private Economy. London: 
Edward Arnola, 1902. 
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United States. The book is more comprehensive than its title would 
indicate, as can be seen from the topics treated in its eleven chapters, 
viz. : (1) “ Peculiarities of Finnish Civilization” (history of the early set- 
tlement of the country); (2) “ The Agricultural Classes ;” (3) “The 
Land Laws of Finland ;” (4) “ Methods and Conditions of Agricul- 
‘ture ;” (5) “Forestry ;” (6) ‘Mining and Manufacturing Industries ;” 
(7) “Commerce, Navigation, and Fisheries ;” (8) ‘‘ Money and Bank- 
ing ;” (9) ‘Means of Communication ;” (10) ‘The Exchequer ;” (11) 
“The Government of Finland and its Future.” 

The chapters devoted to agriculture and the Finnish peasantry are 
full of interest to the student of comparative history of economic insti- 
tutions. The methods of agriculture and forms of land tenure bear 
remarkable resemblance to those observed among the Russian peasan- 
try in the adjoining regions of the empire. 

By derivation all peasant land tenure in Finland can be traced to 
two original forms: the village community, with joint ownership, and 
the isolated farm, forpf, of which the linguistic equivalents are the 
English “thorpe,” the German Dorf, and, may we suggest, the Russian 
derevnya. The latter, like its German equivalent, generally denotes a 
village; but in the extreme north of European Russia the word 
derevnya was in former centuries applied to precisely such an isolated 
farm as the Finnish “orf, occupied by one large family, a sort of a 
co-operative household ; like the ¢orf, the derevnya was also a unit of 
taxation. Each of these forms of tenure in Finland, as in Russia, was 
the outgrowth of geographical and agricultural conditions. The land 
in this region is cut up by innumerable lakes and rivers into small plots 
overgrown with forest, largely swampy, and ‘unfit for cultivation. In 
some parts of Finland nearly one-fifth of the surface is water; enor- 
mous bogs cover another fifth, and in some parts as much as one-half. 
Man must here create farm land for himself, which he does by burning 
the forest. As late as ten years ago, says Professor Frederiksen, 

Ten or twelve peasants in the eastern parishes not far from the Prussian 
frontier would arrange for the burning of the forests and the cultivation of 
the land for some years afterwards. This was done sometimes by a family, 
sometimes by a party of peasants forming a small informal company. The 
members of the company shared the profits according to the “axes” or num- 
bers of persons whom they sent or brought. They went 80 or I00 miles into 
the woods with sledges loaded with everything necessary to pass the summer 
there. They lived in huts, felled the trees, and came again after the lapse of 
two summers to burn the trees and undergrowth, and sow and reap crops 
(generally rye) over an area of 20 to 40 acres. When they had decided 
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which area they intended to burn, it was marked out on the trees, and these 
marks were respected by all newcomers. (P. 40.) 

This is the origin of the village community both in Finland and 
in Russia; its foundation lay in the economic necessity of co-opera- 
tion. Joint ownership was the result of joint labor invested in the 
clearing of the forest. Scarcity of land made these plots very valuable ; 
the differences in the quality of the soil necessitated a system of equali- 
zation, which consisted in the land being cut up into a number of 
tracts of varying size, according to quality, and each joint owner was 
allotted a proportionate share in each tract. This system of intermit- 
ted acres, which later became a hindrance to agricultural improvement, 
entailed no inconvenience at that early period, when such clearings 
were cultivated only a limited number of years in succession and then 
used as grazing lands. 

The patches of arable land amidst miles of swampy forest are often 
much too small to permit of the settlement of a village. In such cases 
it would be occupied by one household, the ¢orp or derevnya. But the 
old-time Finnish household, like the old-time Russian household, was 
not confined to father, mother, and their unmarried children; the 
children would usually continue to live under the parental roof and 
under parental authority, even after marriage. The death of the 
head of this patriarchal household did not necessarily result in its 
dissolution. A new head of the household would be elected, a‘ host” 
(in Russia do/shdé&, “senior”’), who was responsible for all taxes to the 
fisc. We learn from the author that this custom has survived even 
among the tenants of the crown lands, notwithstanding the present 
law which favors inheritance in one person only and discourages 
division of the farm among all the heirs. 

The dissolution of the village community began in Finland a cen- 
tury earlier than in Russia. The first legislative act relating to it 
dates back to 1750. The process was very slow, however, and a century 
later, in 1848, there were still in many places enormous tracts of forest 
held in common by several villages and parishes. This is again a 
counterpart of the old “township community” of northern Russia 
(obshtchina-volost). The dissolution of the village community went on 


apace with the introduction of new systems of rotation of crops. The 
government very early tried to discourage the burning of forests for 
farming purposes, but its efforts remained unavailing, until the devel- 
opment of the lumber industry made this practice unprofitable. It 
was abandoned for the two-field and the three-field system. The 
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latter is still as prevalent among the Finnish peasantry as in Russia. 
While in Russia, however, the division of the communal lands has been 
retarded by the policy of the government, under the influence first of 
the Slavophiles, and later of the “ populists” (xarodniki), the govern- 
ment of Finland, on the contrary, encouraged it, and as a result a 
number of farmhouses have been moved out from the villages and the 
process of inclosure has been practically completed. 

Land ownerships among the peasantry of Finland was materially 
affected by its political relations to Russia. 


In the southeastern corner of the country, ceded to Russia partly in1721 and 
partly in 1743, Peter the Great and the empress Elizabeth made large dona- 
tions of lands, as they were accustomed to do in other parts of their empire. 
Men with well-known Russian names obtained hundreds of farms here, some- 
times even a number of villages with thousands of inhabitants. These were 
granted at first for indefinite periods or for life, but later on were given as 
property to be inherited and freely disposed of. Most of the peasants were 
hereditary tenants, some of them even proprietors. It was decreed that the 
nobles to whom these lands were granted should receive two-thirds of the 
revenue due to the crown, the crown retaining one-third ; and in 1728 it was 
decided that the peasants should pay only the same amounts which they had 
paid when the country belonged to Sweden. 

In time, however, the peasants began to suffer from acts of tyranny on 
the part of these new landlords, who, as was their custom in Russia, seized 
farms, and turned them into home-farms with manor-houses for their own use. 
Their Russian estate agents demanded that the peasants, with their horses, 
should work for the landlord instead of paying their dues in grain. The 
local government officials, many of whom had come from the Swedish part of 
Finland, were usually willing to recognize the rights of the peasants, but the 
Russian nobles were not used to tolerating such interference with what they 
regarded as their private business, and refused to recognize the jurisdiction 
of these government officials and their courts. Worst of all was the treatment 
meted out to the peasants at the imperial small-arms factory in Systerback, 
which demanded so much work that the four parishes from which it drew its 
labor had to be replaced after a time by another four. The local agent of 
the Alexander Nevski Convent in St. Petersburg even refused to give the 
peasants receipts for work and other dues paid to him, and this proceed- 
ing was quite a common one. Accustomed as such overseers were in Russia 
to demand work at their pleasure, they could not understand why they should 
not claim the same rights in Finland, and increase rents, and make what 
demands they pleased from the peasants. In a famous lawsuit between 
Baron Freedericksz of Taubila and his peasants, in the reign of the empress 
Catherine, a decision was given by the Imperial Senate by which the land- 
lord might increase the rent of his peasants notwithstanding the decision of 
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1728. The empress Catherine, in whose reign, notwithstanding her liberal 
professions, serfdom developed into such complete slavery that the serfs 
could be sold off the estates, gave donations in Old Finland of “ souls with 
farms and habitations as eternal and hereditary possessions.” ... . In the 
time of Alexander I. demands came from the Russian nobles in Finland that 
the government should introduce into Finland a complete system of Russian 
serfdom. Ina lawsuit between Count Orloff and his peasants, it was decided 
by the Imperial Senate that rent could be fixed by the landlord at his will, 
and that peasants who tried to leave their estates should be regarded as 
offenders against the emperor and as criminals. The landlord would not 
even permit women to marry outside their estates without permission. ... . 
The nobles did not gain their point about the introduction of serfdom, but 
they obtained an official declaration that they were absolute proprietors of 
the peasant farms. . . . . Those peasants who could furnish valid proofs that 
their farms were proprietary peasant farms preserved their rights. Three sena- 
tors, who were members of the committee, further recommended that the 
present tenants should be allowed to keep their original rights for their life- 
time. Nicholas I., who had now ascended the throne, decided, however, that 
the estates were to be the absolute property of the landlord, even when orig- 
inally they had only been granted for a term of years; but that, on the other 
hand, the peasants should retain their old rights for ten years, that is, till 
1837. The peasants continued a restive opposition, refusing to sign contracts, 
and working badly when called upon to work for their masters. Their labor, 
as a means of paying dues, had lost two-thirds or three-quarters of its ordi- 
nary value. Hundreds of farms were deserted, so that the tyranny of the 
nobles did not even benefit themselves. . ... In the more liberal days of 
Alexander II., when the Finnish estates were once more convened in diet, 
this matter was, of course, one of the prominent questions of the hour. The 
emperor would not adopt the course recommended by the finance committee 
as well as by the whole diet, and examine the legality of the decree of 1826, 
which had given the full rights of ownership in their estates to the Russian 
nobles. It was thought better to make an attempt to purchase these rights, 
and then re sell the farms to the peasants. (Pp. 40-45.) 


At present the agricultural population of Finland consists of the 
following classes : 


Number of Per 

Cultivated Areas. Farms Owned. Cent. 

Less than 5 hectares (12% acres) - - - - 32,000 28 
From 5 to 25 hectares” - - - - - - 61,000 St 
From 25 to 100 hectares~ - - . - - - 22,000 19 
More than 100 hectares” - - - - - - 2,700 2 
117,700 100 


Some of the farms of the last class are very large ; there are farms 


of 5,000 acres in Lappmark. Some cover an area of 600,000 acres. 
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But in those semi-arctic regions the size of the holding is no 
criterion. The preceding figures relate only to peasant farms and do 
not include the estates of the nobles; nor do they include the class of 
small tenants, who number 72,000 more and rent, in an average, from 
5 to 10 hectares (from 12% to 25 acres). Land is rented either on 
shares or in return for labor, where the landlord cultivates a part of 
his land. There is, furthermore, a class of farm laborers numbering 
about 100,000, who own a small patch of land, usually pasturage for 
a cow. 

The estat2s of the nobility contain at present 900,000 acres of farm 
land, as against 4,000,000 acres in 1862; the decrease is chiefly the 
the result of the redemption of the lands held by the Russian nobles, 
which has been referred to above. The Finnish government bought 
the estates and resold them on small annual payments to the peas- 
ants. Moreover, the smaller estates of the native nobility are gradu- 
ally passing into the hands of the wealthier class which is rising from 
amidst the peasantry. On the other hand, the largest estates of the 
nobility, though few in number, are increasing in area. Their chief 
value is not in agricultural lands, but in their forests which cover an 
area of 28,000,000 acres, of which 24,000,000 acres are dry forest soil. 
This is over one-half of the entire area held as private property. 
Many of these great properties, especially valuable for the lum- 
bering trade, have lately been turned into joint-stock companies. 

In some cases the companies cultivate farms on their own account, the 
Jokkis Joint Stock Company, for instance, which owns some 70,000 acres, 
half of which is land under cultivation and only a minor part of which is let. 
Companies of this description have sufficient capital to take advantage of all 
the newest improvements, but this one has been especially enterprising, as it 
has built a 20-kilometer railway, and established several thriving industries 
on its property. It is by these industries and not by farming that the com- 
pany is making money. (P. 32.) 

In an agricultural country the material condition and standard of 
life of the people are determined primarily by the conditions of land 
tenure. Accordingly we see in Finland a middle class of well-to-do 
peasant proprietors. 

The dwelling houses give an impression of prosperity. The house has a 
considerable number of rooms, with fine tiled stoves and good furniture, the 
walls being covered with books and paintings of popular leaders, of the 
recent great deputation to St. Petersburg, or sometimes of members of the 
imperial family who have been regarded as friends to the Finnish people. 
The peasant proprietor of such a house would have four or five horses, twenty 
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or thirty cows, good farming implements, possibly of English or American 
manufacture, and sometimes even a small steam-engine. (P. 20.) 

The average value of such a farm is from 15,000 to 20,000 marks 
(from $3,000 to $4,000). There are many farms, however, which can 
be bought for 4,090 or 5,000 marks. ‘The owners of such farms are 
not as prosperous as the middle-class proprietors. 

Scattered in all parts of the country there are still about 12,000 
“smoke cottages,” which were formerly quite common in Finland 
and in old Scandinavia: 

It has an open fireplace, and the smoke is let out by openings in the roof, 
or in the wall just below the roof. There are no windows, and the smoke 
usually forms a dense cloud in the upper part of the room, the air below 
being warm and clear. But the wind drives the smoke downward, and eye 
diseases are frequent where this kind of house exists. (P. 22.) 

There is, as appears from this description, far more resemblance 
between the mode of life of the Finnish and the Russian peasant than 
the author would concede. The “smoke cottage,” as shown by 
Russian statistics, is still a popular type of a peasant house in agri- 
cultural Russia. Even the Finnish sazna, or bathhouse, is exactly 
like the genuine Russian bath : 

In this bathhouse is an oven filled with stones, and steam is created by 
throwing water on these stones, The bathers lie on large berths under the 
roof, and improve the effect of the bath by whipping themselves with birch 
twigs. Everyone takes a bath on Saturday night. (P. 23.) 

Extreme poverty among peasant proprietors is found in the remote 
country districts, far away from civilization, where the forests are still 
untouched and valueless. In bad years they subsist on bread made 
from bark and chopped straw. Famines were in former times quite 
frequent and merciless in their devastations. Severe frosts destroyed 
the crops in 1856, 1862, and 1867; in the year last named the popula- 
tion decreased by 100,000. (Another famine is just now threatening 
the lives of the Finnish people.) 

Among this class of farmers the most primitive farming imple- 
ments are still in use. The forked plow is a very old implement, 
consisting of two long forks which move the earth without turning it 
over. Another very primitive implement is the branch-harrow, formed 
of a bundle of branches or fir-tops, the stumps of the branches being 
left on and used as harrow teeth. 

Lower still on the social scale we find the farm laborers, most of 
whom own their houses, with little patches of ground, enabling them 
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to keep a cow and thus provide milk for the family. Still there is a 
large percentage among them of ixhysingar (or “ houseless,”’ to use an 
equivalent term of Russian agricultural statistics). The situation of 
this class, the author tells us, is “a very unfortunate one.” In former 
times the Finnish poor-law prohibited them from moving out of their 
own parish, unless they could get someone to give security for them. 
The peasant farmer with whom they lived could employ them only for 
a small part of the year, and they passed the long winter sleeping by 
the fire or elsewhere. Even today people of this class seldom have 
beds. In those days even their clothes did not always belong to them. 
In modern times there is more work to do, but there is still a great deal 
of hardship in the winter. 

The bulk of hired farm labor is employed by the middle-class 
farmers described above. A farm hand in the wealthier districts can 
now earn from $120 to $140 a year, a day laborer 50 cents in the 
summer and 35 cents in the winter, a woman 26 cents in the summer 
and 20 cents in the winter, a man with a cart and horse g2 cents in 
the summer and 64 cents in the winter. 

On the whole, the so-called “unattached,” 7. ¢., the houseless proleta- 
riat,exceeded in 1895 one-third of the population, having nearly doubled 
since 1877. In some parishes they formed as much as 70 per cent. of 
the total. Most of them seek employment in the lumber trade. 

Along the coast and on the numerous islands off the coast most of 
the men have from time immemorial been fishermen or sailors. While 
they are at sea, the land is cultivated by the women. The people con- 
sist of the same classes of employing farmers, tenants, and laborers. 
The advance of the steamboat has brought ruin to many of these 
people, and has caused a large emigration. 

The growth of arural proletariat has been one of the conditions 
favoring the development of manufacturing industries in Finland and, 
parallel with it,a more rapid growth of large cities than of small 
towns. The wages of factory workers are as a rule higher than those 
of farm laborers, though very low as compared with American standards. 
In the paper-mills the average wages amount to $120 a year; in saw- 
mills to $170, to which must be added the value of house rent and fire- 
wood furnished free by the employer. In the earthenware and china 
works the wages range from $132 to $288 a year. At glass factories 
they average $190. The highest wages are paid to iron workers, about 
$180 a year, and to engineers, $216 a year. 

Of course, when wages are reduced from marks to dollars, it must 
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be remembered that the purchasing power of money is far higher in 
countries with low wages than in the United States. 

The development of the Finnish manufacturing industry materially 
suffers from the recent policy of the Russian government, and this in 
part accounts for the universal disaffection of all classes of the Fin- 
nish people to the imperial government. 

Under the constitution of Finland, granted by Alexander I. and 
sworn to by all his successors, the relations between the Russian empire 
and the great duchy of Finland were analogous to the union between 
Austria and Hungary under the present organization of the Habsburg 
monarchy. The government of Finland was free to frame its own 
commercial policy. The tariff of Finland protects the manufacturing 
industries, but allows the importation of raw or half-manufactured 
materials practically free. The tariff relations between Finland and 
Russia have always depended upon the vicissitudes of the Russian 
autocratic government. Under the liberal rule of Alexander I. the 
commercial relations between the two countries were regulated upon 
the principle of reciprocity. Under the reactionary rule of Nicholas I. 
Russian manufactures were allowed to be imported free into Finland, 
whereas goods imported from Finland to Russia were treated alike 
with other foreign imports. Under the liberal rule of Alexander II. 
reciprocity was restored. But the Russianizing policy, which was 
inaugurated by Alexander III. and culminated in the overthrow of 
constitutional government under Nicholas II., has reverted to the 
principles of Nicholas I. 

The present rule is that all Russian merchandise can be introduced free 
into Finland, with the exception of sugar, tobacco, wines, liqueurs, and mar- 
garine, which pay much smaller duties when coming into Finland from Rus- 
sia than the same articles from other countries. On the other hand, Finland 
is only allowed to export to Russia certain products of agriculture and other 
industries of the same character..... With a few exceptions, manufac- 
tured articles pay the same duty as those imported from other countries. (Pp. 
171, 172.) 

A tariff union with Russia, under the present high-tariff policy of 
the empire would, far from remedying the evils of the present situa- 
tion, be destructive of the trade and industry of Finland. In Finland 
all industries necessitate commerce with foreign countries, and free 
import from Russia could not replace this, inasmuch as many things 
would be unobtainable from Russia. The Russian tariff extended to 
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would increase the price of all present imports — coal, iron, and other metals, 
machines, and the most common necessaries of life, such as sugar, coffee, and 
salt. By destroying the import trade it would also hinder export, first by ren- 
dering production more costly ; then by diminishing the already small freights 
which ships can take hometothe country. .... Itis calculated that a simple 
\ fisher family consisting of four persons, which is rather below the general 
‘ number, would have to pay eighty-five marks more perannum, fifty-five marks 
fifty penni as increased duty onthe salt needed for forty barrels of Baltic her- 
ring prepared for sale, and thirty marks for such simple necessities as coffee, 
chickory, iron, etc. A Finnish cottier who keeps four cows and a horse 
would have to pay fifty marks extra for iron, nails, woolens, coffee, chickory, 
etc. A common peasant proprietor with forty cows and five horses would 
have to pay fifty-four marks extra for iron and nails, and seven marks twenty 
penni for artificial manure, or a total ol 240 marks more. (Pp. 173, 174.) 

Such facts and figures tell why all classes of the Finnish people are 
as one in their opposition to the Russianizing policy of the imperial 
government. Other causes of a national and political nature, which 
add to the embitterment against the unconstitutional conduct of the 
Russian administration in Finland, are ably and forcefully dealt with 
by the author in his concluding chapter; they are, however, beyond 
the scope of this review. 





I. A. Hourwicu. 
THE COLUMBIAN UNIVERSITY. 
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Der moderne Kapitalismus. By WERNER SomBarT. Leipzig: 
Duncker & Humblot, 1902. 8vo, 2 vols. pp. xxxiv + 669 
and vii + 646. 

Mr. SomBart’s Xapitalismus is the most considerable essay in 
economic theory yet made on lines independent of the classical Eng- 
lish political economy, by an economist affiliated to the historical 
school. As is well known, the adherents of the historical method 
have not until recently entered the theoretical field, except by way of 
adaptation or criticism of doctrines already in vogue ; and where they 
have made the attempt it has commonly not had substantial results. 

Mr. Sombart is not, a Histortker, although his work shows the 
training of the “historical method.” In standpoint and animus his 
work blends the historical outlook with Marxist materialism. But his 
Marxism is very appreciably modified by the spirit of modern, post- 
Darwinian scientific inquiry ; so that the latter element may perhaps 
be said to predominate. At least no preconceptions of Historismus or 
Materialismus are allowed to divert the inquiry from scientific theory, 
as that phrase is understood in the latter-day work of the material 
sciences. More than once (as, ¢. g., Vol. I, p. xxxii) he cautions the 
reader that the inquiry which he has in hand aims at an explanation 
of the economic situation in causal terms; although the caution is 
scarcely necessary for any one who will follow the discussion atten- 
tively, which is no difficult or tedious task, since Mr. Sombart is a 
master of a lucid and cogent style. 

The work is as ambitious as any one could desire. Indeed, it has 
an air of conviction and self-sufficiency at times quite cavalier. It 
condemns the work of predecessors and contemporaries in such harsh 
and flippant terms as sometimes to remind one of Marx’s vituperative 
outbreaks. But, again like Marx, a large and ready command of the 
materials and a tenacious grasp of the many converging lines of his 
argument save Mr. Sombart’s work from the damage which it would 
otherwise suffer on account of his jaunty self-complacency and his dis- 
courteous treatment of those who have the fortune to differ with him. 
While the work is theoretical throughout, it brings in much of the 
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material used in a somewhat comprehensive manner. So much so, 
indeed, as to make these two volumes the most available general guide 
to the materials of the subject. At times the argument comes near 
losing itself in an excess of illustrative detail, such as had better been 
dealt with in monographic form apart from the theoretical develop- 
ment. A more serious weakness of the book is an excess of termino- 
logical innovation. There is throughout an uncontrolled penchant 
for discarding definitions and distinctions already familiar to economic 
students and substituting for them new terms and distinctions that are 
not always more serviceable than those which they displace. And 
new distinctions are also multiplied with unnecessary alacrity ; so that 
the new categories are not always useful to Mr. Sombart, and it is very 
doubtful if many of them will be of service to any one else. No doubt, 
some, perhaps most, of the new categories that are of a general char- 
acter and a broad bearing are necessary to the argument and constitute 
a substantial theoretical advance ; but, also no doubt, a great part of 
the fine-drawn distinctions elaborately worked out and designated 
without apparently serving any theoretical end might advantageously 
have been left out. It is within the mark to say that if excessive detail 
of classification and such materials as are of the nature of collateral 
only had been omitted, the substance of the two volumes might con- 
veniently have been brought within the compass of one. 

The two volumes already published are but the beginning of a 
comprehensive systematic work, eventually to be completed in some 
three or four additional volumes. So that any present appraisement 
of the work as a whole must be taken as provisional only, so far as 
regards its adequacy for the theoretical purpose at which it aims. But 
as regards its scope and character these two volumes afford a suffi- 
ciently unequivocal indication. It is a genetic account of modern 
capitalism ; that is to say, of modern business enterprise, as an Eng- 
lish writer might phrase it. Vol. I, on “The Genesis of Capital- 
ism,” traces the origin of modern business enterprise from the small 
beginnings of the Middle Ages, through the handicraft and petty trade 
of early modern times, down to the full-grown capitalistic enterprise 
as it came to prevail in industrial business in the course of the nine- 
teenth century. Vol. II, on “The Theory of Capitalistic Develop- 
ment,” is occupied with “The Modern Foundations of Business” 
(Book I), “ The Reorganization of Business Traffic” (Book II), and 
“The Theory of Business Competition” (Book III). These three 
books of Vol. II deal with the present situation, that is to say, the 
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situation as it stands since capitalistic enterprise has come to domi- 
nate industrial business. 

Characteristic of Mr. Sombart’s point of view and significant of 
the aim of his inquiry is the careful distinction with which he sets out 
(chap. i), between business (Wirtschaft) and industry (Betried). 

Betrieb ist Arbeitsgemeinschaft ; Wirtschaft ist Verwertungsgemeinschaft. 
Es liegt mir viel daran, diese Unterscheidung zwischen Wirtschaft und 
Betrieb zu einem sicheren Besitzstande unserer Wissenschaft zu machen, da 
ich ihr, wie sich im folgenden zeigen wird, eine grosse Bedeutung fiir die 
richtige Beurteilung des Wirtschaftslebens beimesse. 


Accordingly, it is the genesis and the ramifications of that modern 
form of business enterprise called “capitalism” that the inquiry pur- 
sues ; and it does not concern itself with diversities and changes of 
the mechanical methods of industry, except so far as they condition 
or are conditioned by the methods and aims of business. In tracing 
the genesis of capitalistic enterprise there are two main factors of the 
development to be accounted for: the accumulation of capitalizable 
funds (Book II, Part II), and the rise of the spirit of business enter- 
prise (Book II, Part III). Capitalizable funds, Mr. Sombart finds, 
gradually accumulated toward the close of the Middle Ages in the 
hands of the landed gentry, particularly such of the nobility as held 
urban real property. ‘To the growth of accumulations in the hands of 
the landless merchants of the towns he assigns an altogether secondary 
importance. A great, perhaps the decisive, auxiliary of this landed 
property was the influx of the precious metals. This new supply of 
money at the same time,tempted to investment in adventures of the 
commercial kind by holding out large chances of gain, as it also 
familiarized men with the notion of trafficking for increase of wealth 
rather than (as had been the case) for the means of a decent liveli- 
hood. 

The capitalistic spirit, the habit of mind involved in diligently 
seeking gain for gain’s sake, was new when the modern era set in; and 
its gradual spread and ultimate dominance in the economic life of the 
western nations is a phenomenon which not only itself needs explana- 
tion, but which is conditioned by, and in turn conditions, the habits of 
life, the institutions, the industrial methods, and the methods of busi- 
ness traffic of these nations. Mr. Sombart’s inquiries on these heads 
run chiefly on German ground. He looks to the early German situa- 
tion primarily, and to the growth in those communities (particularly 
Italian) with which the early German business community stood in 
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close relations. And it is from the German situation outward that 
his investigations chiefly run in working out the course of business 
growth. In so looking to Germany (and Italy) as the quasi-inde- 
’ of modern business enterprise, it 
is scarcely to be doubted that Mr. Sombart is following a mistaken 
lead. It need not, certainly it cannot, be disputed that both in Ger- 
many and in Italy, on the transition from medizval to modern times, 
business enterprise flourished both in commerce, banking, and indus- 
try; that the transition was effectively made, from the medizval spirit 
of handicraft and petty trade carried on for a livelihood and governed 
by corporate regulations designed to safeguard a livelihood, to the 
modern spirit of capitalistic investment for a profit, governed by some 
measure of free contract and presuming freedom of competition. This 
early start on the continent might be taken to signify that modern 
business enterprise took its rise from these continental cultural areas, 
and that it embodies the spirit of their traditions, and rests on their 
institutional substructure. But to that view there are two counter con- 
siderations to be offered. As it is notorious, among students of these 
matters, that business enterprise arose and rapidly grew great within 
these continental communities, so it is also notorious that it presently 
decayed and all but disappeared from among those nations when the 
era of politics, wars, and church dissensions set in. ‘Those communities 
carried over into the new era that dates from the late eighteenth cen- 
tury nothing in the way of a business spirit or business tradition that 
is at all comparable with what the English community then had to 
offer. The question of how much the English community may have 
borrowed from continental examples of business methods and the 
like, is not much to the point, since the conditions out of which 
modern business enterprise has arisen prevailed in such effective force 
in the English community that nothing more substantial than an 
acceleration of the growth could be ascribed to the continental influ- 
ence. ‘“ Materialistic’’ as his bias is, Mr. Sombart is not inclined to 
rate an inquiry into chronological precedence high as compared with 
the economic causes at work, the conditioning circumstances out of 
which this modern institutional fact of business enterprise has arisen. 
And so far as regards these decisive circumstances, material and 
cultural, the English situation in that late modern time to which cur- 
rent business enterprise takes back was favorable to business, whereas 
the continental situation was then decisively unfavorable. The circum- 
stances favorable to the growth of business principles had in very great 
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measure disappeared from the continental, particularly the German 
and Italian, situation, so that it was only during the course of the 
nineteenth century, and only under the tutelage of that modern spirit 
of business and mechanical technology that spread outward from the 
English-speaking community after the Napoleonic era, that these 
countries again fell into line and recovered the degree of development 
which they had lost a couple of centuries earlier. 

These considerations go to say that the connection of the present 
situation with the past, in point of continuous growth, is to be sought 
within the English-speaking communities, and that any historical 
study of the antecedents and character of modern business enterprise 
had best be directed to the British development. These considera- 
tions are strongly backed by Mr. Sombart’s own answer, in the second 
volume, to the question : “‘ What were the forces which created modern 
business enterprise ?”’ There is neither place nor occasion here to 
follow out in detail the solution of this question, for that would 
require a recital of the substance of the second volume, but it is worth 
while in this connection to point out what is said in Book I of this 
volume on the institutional and material foundations of modern busi- 
ness enterprise and to call to mind that these institutional and mate- 
rial conditions are of British derivation and are not found in their best 
development outside of the English-speaking communities. This 
Book I, on “Die Neubegriindung des Wirtschaftslebens,”’ 
these chapters: “‘ Das neue Recht,” “ Die neue Technik,” and “ Der 
neue Stil des Wirtschaftslebens.” The substance of the chapter on 
“The New Legal Basis” may be summed up in a few words. It is 
the system of natural liberty; that is to say, in its economic bearing, 
inviolability and equality of property rights, freedom of contract, free 
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competition. This institutional foundation of business enterprise is 
embodied in the English common law; it was worked out on British 
ground, gradually, from the time of the Tudors; it is to be found 
ingrained in the common-sense of all English-speaking peoples and 
prevails nowhere else in anything like the same degree of consistency 
and tenacity. Institutionally speaking, the British natural-rights 
development affords the only practicable foundations for a consummate 
business life, and the other peoples of western Europe are on this head 


borrowers and imitators of the British, driven in good part by the 
exigencies imposed by British competition. In proportion as the insti- 
tutional situation in any of these neighboring communities departs 
sensibly from the British natural-rights pattern, they are handicapped 
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for the business purpose. Those who (practically) come nearest the 
British pattern, as, ¢. g., Germany, are most fortunately placed for 
purposes of business enterprise. 

So also as to the material, the technological basis of business enter- 
prise. The industrial revolution, which brought in the technology of 
the machine process and so laid the material foundations of modern 
business, is, of course, broadly an English fact — whatever fragmentary 
technological elements the English community may once have bor- 
rowed from southern Europe. And from the time when the modern 
machine industry got under way the lead in this matter has remained 
with the English-speaking peoples. It is only in the,immediate pres- 
ent, and then doubtfully, that other than the English-speaking peoples 
have come into the first rank as creative factors in industrial tech- 
nology. The aptitude, or the habit, of consecutive and aggressive 
thinking in terms of the machine process is by no means confined 
within the limits of English speech, but the boldest and widest preva- 
lence of this habit of materialistic thought lies within those limits ; 
and this habit of mind is the spiritual ground of the modern technol- 
ogy. That its prevalence, or its vogue, should roughly coincide with 
English speech and English institutions need not bring surprise, since 
an analysis of its character and derivation will show that it comes of 
the same range of cultural factors that have given rise to the charac- 
teristically English institutions. 

It is on this institutional and technological ground that modern 
business traffic rests, and it is accordingly not a matter of surprise that 
business methods and business enterprise—der neue Stil des Wirt- 
schaftslebens, as Mr. Sombart calls it—have reached their freest 
swing and their maturest expression among the English-speaking 
peoples. And it is to be regretted that Mr. Sombart’s masterly 
analysis of the growth and the current phenomena of business enter- 
prise should not have taken the British and American situation as the 
typical, central body of the development, by comparison with which 
the ramifications of business enterprise through the rest of the indus- 
trial world are best to be appreciated. Instead of this he has chosen 
as his immediate subject of inquiry the, essentially outlying, business 
community of Germany, and has taken account of the main (English) 
line of growth only by way of qualification. The result is a slightly 
more roundabout discussion, a slightly less clear insight into the 
working of the mechanism, a slightly less true perspective in the 
presentation, than might have been had from a more fortunately 
chosen historical point of departure. V. 
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Verdi- og Prislerens Historie. By T. H. Ascnenouc. (Reprinted 
from Statsdkonomisk Tidskrift.) Christiania: Aschehoug 
& Co., 1902. 8vo, pp. 193. 

Tuis slight volume on the history of value and price theories comes 
nearer being a sketch than a monograph. The reason for so char- 
acterizing it is not its insignificance of bulk, but rather its compact 
form and concise presentation together with an easy and graceful 
touch and the absence of any attempt to follow the inquiry out exhaust- 
ively at any one point. It covers the history of doctrine since Adam 
Smith, with some slight reference to earlier writers; and shows such 
wide and intimate familiarity with the literature of the subject, and 
such sympathetic and at the same time critical appreciation of the 
many writers and points of view, as to leave the reader with a hearty 
regret that Professor Aschehoug has not chosen to deal more exhaust- 
ively with his subject. ¥. 
Théorie de la valeur. Réfutation des théortes de Rodbertus, Karl 

Marz, Stanley Jevons, et Bihm-Bawerk. By CuristTIAN 
CoRNELISSEN. Paris: Schleicher Fréres et C*, 1903. 
I2mo, pp. 408. 

THE program confidently announced as above upon the exterior 
title-page of this new value book has, it must be admitted, a certain 
quality of allurement of the circus-poster sort. It should be clear that 
things await of surpassing interest—since they are promised us. 
Nevertheless, one is not overmuch cast down upon opening the book; 
for it often falls out in cases of this kind that more gets advertised 
upon the show-bills than is exhibited in the tent. So here—excepting 
that in this case there is nothing in the tent. 

In any event it is not going too far to say that the book is not 


worth the while of any serious reader. 
H. J. DAVENPORT. 
L’organisation commerciale de notre réseau de votes navigables. By 
Louis LAFFITTE. Paris, Ig01. 12mo, pp. 24. 
Tuis is an extrait du Bulletin de la Mutuelle- Transports whose key- 
note is sounded in its introductory words: 


Few epochs have been so fertile in events favorable to the development 
of inland navigation as the last five years. National and international con- 
gresses, conferences of chambers of commerce, organization, by private 
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initiative, of educational committees destined to create an agitation in favor 
of navigable routes, the establishment of organs to spread the new gospel, 
have been formed and nothing has been lacking to point out that the future 
of large productive states is ‘‘on the water ;’’ it is ‘‘on the water” that cheap 
transportation is found. 

The article is divided into two parts, one relating to the “com- 
mercial organization of the navigable waters (inland) of Germany,” 
the other dealing with the same subject in France. The object of con- 
sidering the inland waterways of Germany, which the writer character- 
izes as “‘ terre classique des transports par eau,” is to influence agitation 
in favor of more energetic action in France. The central situation of 
Germany and her long navigable rivers—the Rhine, Weser, Elbe, and 
Oder, with their tributaries— make natural conditions very favorable 
for the development and extension of her inland waterways. ‘The situ- 
ation of France and her navigable rivers—the Seine, Marne, Sadéne, 
Rhone, Loire, and Garonne—make equally favorable conditions in 
that country. In the former country, however, owing to state owner- 
ship of both railroads and canals, the rule is to make all forms of 
transportation serve the industrial development of the country, while 
in France, owing to private ownership of railroads and public owner- 
ship of canals, such a rule is more difficult of realization. 

By the use of their “special tariffs” the Germans can operate to the 
disadvantage of France and other countries. For example, they can so 
manipulate these tariffs as to divert traffic destined for Switzerland, 
Italy, Austria, and even France from French (Havre, Marseilles, etc.), 
Italian (Genoa), and Austrian (Trieste) ports. 

The entire article is clearly written and gives us a good brief pic- 
ture of the conditions of inland transportation in Germany and France. 
GEORGE M. FIsk. 


The American Merchant Marine: Its History and Romance from 
1620 to 1902. By WintHrop L. Marvin. New York: 
Charles Scribner’s Sons, 1902. 8vo, pp. xvi+ 444. 


THE comprehensive character of this work is indicated by its title 
and “is the outcome,” so the author tells us, “ of twenty years of such 
study as the student gives to the theme that is nearest to his heart — of 
study supplemented by constant observation of the sea, its ships, and 
the ebb and flow of its commerce.” There are eighteen chapters in the 
book, three dealing with colonial ships and their cargoes, eight treating 
of the history of the American merchant marine from 1789 to 1go2, 
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three relating to celebrated ports and voyages, two to whaling and deep- 
sea fisheries, and two to the coastwise and lake trade. The story is told 
in a charming and graphic manner, and is replete with phrases such as 
these: “It was true then of many more American towns than tide- 
encircled Boston, that ‘each street leads downward to the sea.” Down 
those streets went most of the young men who had dreams in their 
heads and iron in their blood, and they always found ships waiting.” 
Then again, in speaking of a later period, we are told that “the 
American Union was no longer a thin fringe of commonwealths along 
the edge of the sea. Brave and determined men had turned westward 
to the wilderness as well as eastward to the ocean.” The author’s 
description of the various kinds of ships in vogue at different times in 
the American commerce is very clear. He gives us a graphic picture 
of the good and bad sides of the American sailor’s character, but his 
admiration for the Union Jack is so strong that he makes us believe in 
the dominating sterling qualities of the sailor. In delineating the 
vicissitudes of the American merchant marine, the author admits that 
manifold influences are responsible for its growth and decay, but so 
strong is his belief in protection that the reader is led to believe that 
the latter is the all-powerful factor. For example, in speaking of the 
first tariff act under the constitution he says: 

Thus the first law of the fathers of the republic was specifically a pro- 
tective-tariff act, but it aimed to give American shipowners and seamen the 
same consideration which it bestowed upon American manufacturers and 
mechanics. .... The tariff and navigation act of 1789 was amended by 
Congress in the year 1794 and made still more energetic. Protective duties 
on foreign merchandise as originally imposed had proved inadequate. 

The predominating features of these early acts were, first and fore- 
most, revenue ; second, protection to our shipping, while protection to 
manufactures was decidedly incidental. The author characterizes as 
“inhospitable” the policy of Great Britain toward the United States 
during the thirty years following the adoption of our constitution, and 
shows a tendency to blame the former for subsidizing her merchant 
marine—although this policy of protection he would fain have the 
United States adopt. The book deals not only with history, but with 
romance. ‘“ The picturesque aspect of our ocean adventure is not,” 
says the author, “less important than the economic and political.” In 
this phase of his subject the writer is especially fortunate. The fol- 
lowing quotation from his preface illustrates his point of view: 

No heroes of the //iad or the Crusades were bolder than the merchant 
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navigators of the young republic. Our national. independence was really 
won and maintained for us upon the sea by the splendid constancy, valor, 
and skill of the armed crews of our trading ships, whalers, and fishermen, 
who in the Revolution were almost as numerous as, and far more effective 
than, the entire army of Washington. Again, in the Civil War, it was the 
sea power of the Union, composed largely of merchant ships and four-fifths of 
merchant officers and sailors, which swung the balance against the seceding 
states. Even in our short conflict with Spain, the merchant fleet proved a 


reserve ready and indispensable. 
G. M. F. 


La France et le marché du monde. By GEORGES BLONDEL. Paris: 
L. Larose, 1901. 12mo, pp. xi + 164. 


Tue last volume of the JouRNAL contained (December, 1901, pp. 
127-30) a review of Georges Blondel’s book on Zhe J/ndustrial and 
Commercial Rise of the German People. In discussing the development 
of German manufactures and commerce, the French economist called 
the attention of his countrymen to the causes of the much greater 
progress made in Germany than in France. In a more recent pam- 
phlet, entitled France and the World Market, which represents a 
collection of papers read by M. Blondel in eastern France at the 
request of the Committee for the Defense of the National Interests, he 
treats the causes of the inferiority of France in a somewhat different 
light: his purpose is “to show the progress made today by the young 
nations, to prove by figures that France, although better endowed than 
most of its neighbors, adapts itself less well than they to the contem- 
porary evolution and presently loses its superiority, its customers, its 
prestige.” 

In a brief introduction Blondel points to the progress of machin- 
ery and the means of transportation, and to the influx of agricultural 
products into Europe from abroad. He then describes (pp. 12-51) 
the economic rise of the “new countries.”” He begins with the United 
States, sketches the rapid increase of its exports in the last decade, and 
attributes it to a better utilization of the capabilities of the workers, to 
a wider use and greater perfection of tools and machinery, and to the 
standardization of products. He points to the rise of the mineral, 
metal, and textile industries in the United States, to the development 
of the trusts, and to the canals and railways. He subsequently takes 
up the development of Canada, Mexico, South America, Japan, China, 
India, and Australasia. The treatment of Japan is especially full of 
interesting details. 
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In a second chapter (pp. 51-89) he attempts to show by what 
methods the other European countries aim to adapt themselves to the 
economic evolution. This discussion is necessarily extremely frag- 
mentary ; yet it contains some details which are very suggestive. I would 
especially call attention to his description of the commercial rise of 
northern Italy. The main reasons for the slow development of France 
are, according to him (pp. 89—124), as follows: (1) the small fecundity, 
which from a military standpoint is a national danger, slackens the 
colonization of the foreign possessions of France, which is the more 
difficult on account of the dislike of the French to emigrate, and makes 
both the parents and the children less diligent and energetic; (2) the 
insufficiency of the inland navigation, mainly due to the lack of canals 
and the awkward arrangement of the existing canals, and to the lac 
of co-operation between the railways and the water transportation ; (3) 
the spirit of individualism ; (4) the defects of the educational system, 
producing too strong a trend toward the liberal professions and the 
governmental service, and insufficiently preparing the young French- 
man for industrial and commercial pursuits 

In his conclusion (pp. 124-37), however, he warns his compatriots 
against being too pessimistic. ‘The qualities of the French people, the 
admirable resources of the country, the rise of some industries in east- 
ern France give him some hope of betterment. 

The remedy is not so simple as certain persons imagine; it is even very 
complicated. But it essentially consists in a better use of our qualities and 
our resources, of our forces and our good will, in a more disinterested effort 
to combine forces which up to the present time we seem willing to put in 
opposition to one another, in a more constant care of the general interests of 
our country, which we sacrifice to our personal hobbies and our mean 
ambitions. 

As in the case of his earlier writings, Blondel again deserves credit 
for the large number of bibliographical notes accompanying his dis- 
cussion. 

R. R. KuczynskI1. 

BERLIN. 


Die amerikanische Gefahr. By M. Pracer. Berlin: Leonhard 


Simion, 1902. 8vo, pp. 33. 


Mr. PRAGER’Ss earlier investigations of American economic condi- 
tions’ were devoted to the monetary and banking question. This paper 


"Die Wihrungsfrage in den Vereinigten Staaten von Nordamerika. Stuttgart, 
1897. Die Wahrungs- und Bankreform in den Vereinigten Staaten von Amerika. 
Berlin, 1900 (¢/ this JOURNAL, December, 1900, p. 150). 
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represents an address delivered on January 16, 1902, before the Munich 
Economic Society on the general problem of the present relations 
between the United States and Germany. It is one of the few among 
the many pamphlets on “the American danger” published in recent 
years which, on account of the unbiased and critical mind of its author, 
deserves to be studied by everyone interested in the question. The 
quintessence of Prager’s argumentation is about as follows: “The 
American danger” has become the pretext of all high-tariff tendencies 
inGermany. The “ danger” is said to consist in the active balance of 
trade, the increasing American manufacturing competition, and the 
growing strength of the capital of the Americans. Mr. Prager, after a 
careful investigation of these three points, reaches the conclusion that 


none of them constitutes a real danger for Germany. 
R. R. K. 


L’ Impérialisme allemand. By Maurice Lair. Paris: Armand 
Colin, 1902. 12mo, pp. vii + 34I. 

Tuis is a book for general readers rather than for students. It 
opens with a chapter of general reflections on the spread and present 
status of commercial imperialism among the greater powers, which is 
followed by a survey of the events, military, political, industrial and 
commercial, that have given Germany her policy of armed peace and 
commercial expansion. It is well and fluently written, from the stand- 
point of a sympathetic observer, though not with the animus of a friend 
or apologist. The upshot of the argument is that Germany as a com- 
mercial world-power, and therefore also as a military world-power, has 
reached, if it has not passed, its culmination. The thirty-years’ period 
of prosperity has been of the nature of a speculative inflation, the 
advantages of which have inured to the large capitalists and have not 
been balanced by any comparable amelioration of the lot of the popu- 
lace. The outcome is a lowering and coarsening of national ideals 
and a spread of popular discontent. Germany is at the end of her 
career of brilliant commercial and military achievements, because she 
is short of resources, as compared with her rivals, and is politically 
unstable because of class antagonism and moral deterioration. 


Imperialism: A Study. By J. A. Hopson. New York: James 
Pott & Ceo.., . 8vo, pp. vii + 400. 

THOSE readers who hold that a well-balanced judgment consists in always 

finding as much in favor of any political course as against it will be discon- 
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tented with the treatment here given. For the study is distinctively one of 
social pathology, and no endeavor is made to disguise the malignity of the 
disease. (Preface, p. vi.) 

Although the new imperialism has been bad business for the nation, it 
has been good business for certain classes and certain trades within the ‘ 
nation. The vast expenditure on armaments, the costly wars, the grave 
risks and embarrassments of foreign policy, the stoppage of political and 
social reforms within Great Britain, though fraught with great injury to the 
nation, have served well the present business interests of certain industries 


and professions. (Pp. 4-§%) Ab 


These influences, primarily economic, though not unmixed with other 
sentimental motives, are particularly operative in military, clerical, academic, 
and civil-service circles, and furnish an interested bias toward imperialism 
throughout the educated classes. [But] by far the most important economic 
factor in imperialism is the influence relating to investments, (P. 54.) 

It is not too much to say that the modern foreign policy of Great Britain 
is primarily a struggle for profitable markets of investment. . .. . This is, 
perhaps, the most important fact in modern politics, and the obscurity in 
which it is wrapped constitutes the gravest danger to our state. (P. 6.) 97 

If, contemplating the enormous expenditure on armaments, the ruinous 
wars, the diplomatic audacity of knavery by which modern governments seek 
to extend their territorial power, we put the plain, practical question, Cuz dono ? 
the first and most obvious answer is, The investor. (P.@%) § 

The investor needs new fields of investments because the home 
domain does not afford a field for investment equally profitable with 
the investments already made. ‘This state of the case, which furnishes 
the most substantial ground of imperialist expansion, is due to two 
circumstances: (i) because of a very unequal distribution of income, 
which leaves the greater part of the population unable to satisfy their 
reasonable “needs, the output of industry exceeds what there is a 
demand for at remunerative prices ; (2) because the incomes from the 
larger holdings of invested wealth exceed the consumptive powers of 
the holders, there results an automatic accumulation of wealth in the 
hands of the large holders, and this increment can not find investment 
at profitable rates within the community and so seeks opportunity else- 
where under the protection of the flag. This is the “economic tap-root 
of imperialism.” In this connection Mr. Hobson restates, in cogent 
terms, his well-known theory of over-production, or under-consumption ; 
but the criticism of this theory does not belong here. He points out 
that the incentive to the employment of the governmental machinery 
and the public funds for private gain in this way is very direct and 
strong, since the burden falls on the nation, while the gain goes to 
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certain influential business interests which, under the current system 
of taxation and administration, are never called on to pay in propor- 
tion to the gains which they get; and he argues, with apparent con- 
clusiveness, that the cost, to the nation, of its exploits of expansion 
exceeds by several hundred per cent. the aggregate gains that come to 
any class of the community from this expansion. The ever-recurring 
contention, apparently indisputable, is that at an exorbitant cost to the 
nation at large certain business interests derive a profit from impe- 
rialist achievements, and that this peculiar profit is, on the whole, 
of no advantage to the community at whose cost it is secured. The 
reason why a nation, such as Great Britain or the United States, goes 
on in this way of extravagant, feeble-minded trade policy is to be 
sought in a prevalent stupid sentimentality that allows itself to be 
cajoled with spectacular returns of national glory and the catchwords 
of demagogue politics. 

What the home community gets in return for its investment in 
armaments, dependencies, and administrative machinery is demoraliza- 
tion of its home politics and degradation of its people. Popular 
government and popular ideals’necessarily suffer. 


Imperialism and popular government have nothing in common: they 
differ in spirit, in policy, in method. (P. g@t) (5 @« 


The political effects, actual and necessary, of the new imperialism, as 
illustrated in the case of the greatest of imperialist powers, may be thus sum- 
marized. It is a constant menace to peace, by furnishing continual tempta- 
tions. to further aggression upon lands occupied by lower races, and by 
embroiling our nation with other nations of rival imperial ambitions ; to the 
sharp peril of war it adds the chronic danger and degradation of militarism, 
which not merely wastes the current physical and moral resources of the 
nations, but checks the very course of civilization Absorbing the pub- 
lic money, time, interest, and energy on costly and unprofitable work of 
territorial aggrandizement, it thus wastes those energies of public life in the 
governing classes and the nations which are needed for internal reforms and 
for the cultivation of the arts of material and intellectual progress at home. 
Finally, the spirit, the policy, and the methods of imperialism are hostile to 
the institutions of popular self-government, favoring forms of political tyranny 
and social authority which are the deadly enemies of effective liberty and 
equality. (Pp.s6err6T.) JF 

The chapter (Part II, chap.) on “The Scientific Defence of 
Imperialism” is devoted to the veiled jingoism of such writers as 
Professors Pearson and Giddings, who argue that imperialism,is good 
because it is a method of “natural selection” between races and 
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nationalities. The Darwinian-jingo argument may be summed up in 
the two propositions that: The best fighters are the best men, and the 
best fighters survive and multiply under imperialist rule. Both of 
these propositions, together with their various corollaries, Mr. Hobson 
argues, are baseless in logic and unsupported by facts. The argument 
on “Imperialism and the Lower Races” runs to the effect that, while 
imperialism damages and deteriorates the conquering nation, it is prob- 
ably even more disastrous to the lower races brought under imperialist 
rule. In support of this thesis there is offered a wide-ranging and 
impressive array of facts. 

“The book is addressed to the intelligence of the minority... . 
who desire to understand political forces.” The argument might have 
a wider effect and might even serve to mitigate the imperialist shove if 
imperialism rested on rational grounds. But since, as Mr. Hobson 
fully recognizes, the motive force of imperialism is a militant senti- 
mentality guided by the business interests of a small class, no such 
appeal to the common-sense of the community can seriously affect the 
outcome or even gain a wide hearing. ¥. 


The New Empire. By Brooxs Apams. New York: The Mac- 
millan Company, 1902. 12mo, pp. xxxvi+ 243. 

PuRSUING a line of argument already worked out in his Zew of 
Civilization and Decay, Mr. Adams offers an explanation, a theory it 
may be called, of the rise and decline of successive “empires” from 
the dawn of history to the present. The objective point of the argu- 
ment is to account for the present, or imminent, supremacy of America 
as an imperial power. This supremacy has, in Mr. Adams’s mind, all 
the certainty of an accomplished fact. While it takes the form of a 
political supremacy, its substantial ground is the commercial leader- 
ship of the new imperial organization; the reason for commercial 
leadership being, in its turn, the possession of superior material 
resources, particularly mineral resources, together with the convergence 
of trade routes upon the territory in which the seat of empire lies. 

Mr. Adams’s explanation of the growth of imperial power, in all 
ages, is altogether a geographical one. From the beginning trade 
routes have determined where accumulations of wealth would occur, 
and they have thereby determined where the greater masses of popu- 
lation would congregate and so where the seat of political power would 
be found. Whereas, trade routes have largely been determined by the 
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provenance of the minerals most useful or most sought after at the 
time. Within historical times this means the metals—the precious 
metals primarily, and secondarily that one of the useful metals which 
has for the time chiefly served the industrial arts. Today it is steel 
and coal. In the early times, before navigation developed, the trade 
routes lay overland, chiefly between the east and the west of Asia; and 
where these overland routes converged the ancient cities and the 
ancient monarchies grew up—as Egypt, Babylonia, or Persia—-and 
power shifted from the one to the other as the path of commerce 
shifted. Later, when great improvements in navigation had taken 
place, the sea routes gradually supplanted the land routes, and the 
question of empire became a question of the convergence of the routes 
of maritime commerce. Today these routes cross and blend within 
the domain of the United States, and radiate from this as a center, 
at the same time that this domain contains the largest, most valuable, 
and most available supply of the mineral wealth upon which the for- 
tunes of commerce ultimately hang. Mr. Adams also finds that in 
some way, mysterious so far as his discussion goes, energy springs up 
where the trade routes cross, and slackens abruptly when the routes 
depart. So that now, for some half-a-dozen years past, America holds 
over all competitors in point of energetic and sagacious administration. 
Cogent as Mr. Adams’s presentation of the case is, it has an air of 
one sidedness, in that it neglects other than geographical factors; and 
even within the range of geographical factors it places the emphasis 
almost exclusively on the circumstances which condition commerce, as 
contrasted with other economic factors. It may be noted, for instance, 
that the element of race is left out; whereas it would not be a hopeless 
task to construct an equally plausible theory of the facts considered by 
Mr. Adams on grounds of race alone. It may also be noted that so 
striking a case as that of China does not come within the explanation 
offered. China has all the mineral resources on which Mr. Adams 
throws emphasis; her territory lies also at the meeting of the over- 
land and the maritime routes of the East; the Chinese people have 
from time immemorial been highly skilled and diligent workmen ; 
but, great as China has been, she has never taken the leadership except 
locally ; the industrial revolution did not come through Chinese initia- 
tive ; the development of navigation and the expansion of modern com- 
merce are not due to Chinese enterprise and ingenuity, although the 
material circumstances have, on Mr. Adams’s theory, for some thou- 
sands of years apparently favored the rise of China to the position of 
an all-dominating world-power. V. 
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A-t-on intévét a s'emparer du pouvoir? By EpmMonpD DEMOLINs. 
Paris: Firmin-Didot et C*, 1902. 12mo, pp. iv+339. 


Tue evils of bureaucracy and centralization, the advantages of 
liberty, individual initiative, and local self-government, are the themes 
of this vigorous and courageous, but not very original work. The 
book has perhaps more value in its special application to conditions 
existing in France than in its general philosophical theory, which 
sounds like an echo from across the channel of the views of the Eng- 
lish school from Adam Smith and Stuart Mill to Herbert Spencer. 
In the contrasts which he draws between England and France, the 
author paints in one respect a somewhat too roseate picture of condi- 
tions prevailing in the former country as regards decentralization and 
local self-government, apparently forgetting that the Parliament, 
whose proper task is the general government of an unprecedented 
world-empire, is clogged and hampered with the petty affairs of 
villages and towns which should be relegated to purely local bodies. 
This interference of Parliament in local matters is, of course, an anom- 
aly in the otherwise consistent British practice of encouraging local 
responsibility and self-government throughout the empire—a sur- 
vival of the day of smaller things which will be supplanted in time by 
a system of decentralization similar to that prevailing in the United 
States. But until this happens Great Britain should hardly be 
regarded, even by so ardent an Anglophile as Demolins, as an ideal 
example of decentralization. 

In his preference for local self-government our author would 
doubtless have the sympathy of most American readers. In his advo- 
cacy of individual initiative as against governmental activity or 
control in an increasing range of industrial affairs, he seems, like 
Herbert Spencer, to be bucking against almost inevitable economic 
tendencies. If governmental participation in and control of industry 
has proved disadvantageous to France, it has apparently been the 
salvation of Germany, which is making perhaps the greatest industrial 
progress of any nation in proportion to its natural resources and 
opportunities. The truth seems to be that bureaucracy is a benefit or 
an injury according as the efficient or the inefficient members of the 
community attain the positions of responsibility. Under free competi- 
tion the efficient undoubtedly gain the control of industry, but they 
are likely to exploit their power mainly for selfish ends. Under 
bureaucracy the condition of advancement is too apt to be skill in 
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the arts of the mere politician. The purely industrial ability of a 
bureaucracy tends therefore to fall below that of a body of private 
entrepreneurs, the survivors of the economic struggle under free com- 
petition. On the other hand, a bureaucracy under the conditions of 
preferment prevailing, for example, in Germany, will probably have a 
higher standard of duty, a larger sense of responsibility to the people 
and to the future, and a more humanitarian spirit. It is hardly 
possible, for example, to conceive of the bureaucrats in control of the 
Prussian system of railways permitting such an industrial blunder 
as that lately perpetrated by our own anthracite nobility, or to imagine 
the Austrian forestry administration absolutely devastating forest 
growth to the detriment of the future as is the common practice of 
our lumber barons. No one can question the power of unrestrained 
industrial competition to produce results, but the results are not 
always beneficent. A country where it is impossible to obtain unadul- 
terated foods and medicines, where the forest areas and watersheds 
are being recklessly denuded, where railway travel is perhaps more 
hazardous than anywhere else in the civilized world, where half a 
dozen magnates can deprive millions of necessary warmth—such a 
country is the United States, the land par excellence of private initiative 
and free competition. Such a country still has something to learn 
from the bureaucracy of Germany, if not from that of France. 


C. C. CLosson. 
SEATTLE. 


Comment la route crée le type social: Les grandes routes des peuples: 
Essai de geographie sociale. By EpMonD Demo.ins. Vol. I. 
Les routes de lantiquité. Paris: Firmin-Didot et C*, 1902. 
I2mo, pp. xii+ 462. , 


THE shores of Puget Sound have the climate of England, but old 
Chief Seattle neither looked nor spoke very much like William 
Shakespeare. Southern California closely resembles Palestine, yet it 
has never seen the birth of a religion capable of meeting the devotional 
needs of the civilized world. Arizona has all the warmth and dryness 
of the Sahara, somewhat intensified, indeed, in certain specially favored 
localities ; the climate of Maryland could be matched more or less 
closely in parts of France, that of Nebraska in Poland, that of Mon- 
tana in the Russian empire; yet how different in the case of each of 
these New World localities is the civilization, past or present, from 
that prevailing in its Old World climatic prototype! 
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Along some such lines runs the obvious answer to the claims of the 
cruder branch of the environmental school which seeks to explain 
either physical or psychical differences between social groups purely 
on the basis of the natural features of the regions of their habitation. 
When, for example, it is urged that the natural causes which produced 
the peculiar physiognomy of the American Indian are already causing 
the reappearance of certain characteristic features, such for instance 
as the high cheek bone, among the present white population of 
America, the natural answer is that within the United States is to be 
found a sample of nearly every climatic or topographical condition 
occurring anywhere on the inhabitable part of the globe. If the hot 
everglades of Florida produce high cheek bones, what is the probable 
facial effect of never-thawed mining camps of Idaho, of the parched, 
hot desert of the Colorado, or of the well-nigh continuous rain of the 
Alaskan coast? Are the hotelkeepers at Jacksonville, the miners of 
Cceur d’Aléne, the station hands who manage to exist at Yuma, and 
the salmon packers of Kadiak Island all. getting high cheek bones as a 
result of “the American climate?” If so, the said American climate 
must have an underlying uniformity not apparent to the ordinary 
observer. 

To the anthropologist there are, indeed, “tongues in trees, books 
in the running brooks, sermons in stones.” But they are not so sim- 
ple of interpretation as commonly implied in the statements of what 
may be called the ultra-environmental school in anthropology. The 
physical and psychological differences among men and between differ- 
ent social groups must no doubt be referred ultimately to environ- 
ment. Still the environment which counts is not simply the present 
habitat, but the environment through which the ancestry has passed 
and which has selectively determined the type that has survived or 
become dominant within the group. The product or stored up result 


of this past selective environment is what is meant by “race” as cur- 
rently employed. Rage is therefore only the proximate explanation 
of social fact of which the ultimate explanation is the selective environ- 


ment of the past. But race is none the less, for all practical purposes, 
the important thing. Present environment can only gradually and 
imperfectly overcome past selection—petrified in race. Transplanted 
to America a North-European becomes almost instantaneously an 
American, an Alpine or East-European more slowly, after the lapse 
perhaps of some generations,a Chinaman or Negro—when? To 
ignore race and trust to the transforming effect of environment is to 
throw away the results of ages. 
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The racial factor is therefore, or ought to be, of fundamental 
importance in present-day politics and social science. That Demo- 
lins perceives and emphasizes some aspects of this truth in his one 
merit which outweighs many faults. An extreme environmentalist, he 
seeks his explanation nevertheless not so much in the habitat where 
the given type now exists as in the environment through which its 
ancestors have passed, to which they have been forced to adapt their 
life, by which they have been weeded out and selectively adapted. 
Take, for example, the Chinese. China is a country of magnificent 
distances, of far-reaching waterways, of tremendous resources —a 
country that ought, it would seem, to have produced a race of Pier- 
pont Morgans, Thomas Edisons, and James J. Hills. Yet the Chinese 
are, as a race, of an essentially retail habit of mind, slaves of routine, 
timorous of change. While personally I think the explanation is to 
be found, as I have elsewhere indicated, mainly in the retrogressive 
selection of a social and political system that has weeded out or practi- 
cally rendered sterile all men of pioneering or original genius, allow- 
ing only the servile to succeed, still I must admit the ingenuity and 
logical force of Demolins’s explanation, and that quite apart from 
any question as to its historical accuracy, For Demolins, the narrow- 
ness of outlook of the Chinese mind is the inherited product of the 
passage and sojourn of the progenitors of the modern population in 
the confined defiles of Tibet, where agriculture and the other activities 
of life were necessarily petty and circumscribed. In his view the 
modern Chinaman has not outgrown psychologically the narrowing 
valleys of Tibet. The pre-Chinese traversed a “route”’ that was dis- 
tinctively narrow-gauge, and their descendants are as yet unbroadened 
even by the splendid spaciousness of the terminal facilities which they 
now possess. 

In short, the explanation of human differences is not simply habi- 
tat, but “route.” We humans are, if not birds, at least featherless 
bipeds of passage; and in the physical features of the lands of our 
past sojourn is to be found the explanation of our present peculiari- 
ties. If mankind were to start afresh and follow the same world 
itinerary, the history of civilization would be flattered by a pretty 
precise duplicate of itself. 

The progress of humanity becomes thus a personally conducted 
tour with Demolins as guide and chaperon. For this position our 
author lacks certain rather necessary qualifications. The most impor- 
tant lack is an utter failure to recognize the climatic changes that have 





320 JOURNAL OF POLITICAL ECONOMY 


occurred since the advent of man on the stage of events. For Demolins 
climate is apparently the same yesterday, today, and forever. Even 
the glacial period “cuts no ice” in his ideas of weather-lore, and 
naturally no account is taken of such minor matters as the changes 
that have occurred in the distribution of forest areas or of such geologi- 
cal innovations as, for example, the submersion under the North Sea 
and the Baltic of much of the once inhabited territory of northwestern 
Europe. 

Of prehistoric anthropology and archeology Demolins takes no 
more reckoning than of geology and prehistoric climatology. With- 
out these guides, the “grand tour” to which he endeavors to conform 
the migrations of mankind is largely a product of subjective imagina- 
tion. In fact, it is not always quite clear whether the author is 
endeavoring to follow the presumably actual succession of events or a 
sort of logical or schematic evolution from simple to complex 
environments. This is notably the case in his choice of the pastoral 
life of the steppes as the initial point of departure. From the tone 
of the discussion it would appear that Demolins conceives mankind as 
making its terrestrial début amid a pastoral scene of waving grasses, 
and already provided by the property man of the establishment with 
numerous equine herds which afford a ready means of lacteal suste- 
nance. Yet I am not prepared to say whether our author really regards 
the koumiss age as actually or only as logically prior to the ages 
of stone, copper, and iron. 


In the complex life of man under varied climes no single scheme 


of industrial or social evolution has been universally followed. Still 
it is probable that the pastoral stage with which Demolins sets 
out has been everywhere a comparatively late development. Men 
learned to pluck fruit, dig roots, and in most cases to capture game 
long before they mastered the dairy business even in the simple form 
in which it is still practiced on the Russian steppes. 

In general, the neglect of the positive evidence of the archzologi- 
cal sciences renders our author’s present work valueless as a historical 
account of human migration. Nevertheless the book has, as already 
suggested, a certain merit as emphasizing what is in some ways a new 
point of view in the study of man’s evolution. No field of study is 
more promising than the tracing of group-characteristics to the selec- 
tive effect of the environments through which the progenitors of the 
different groups have passed. But the proper method of approaching 
the subject is not simply the Demolinian apotheosis of the geography 
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of the world as it exists today. This alone throws darkness rather than 
light onthe problem. The equipment that is needed is a combination 
of the results of a whole group of sciences, of which the chief are 
geology, archeology, prehistoric and historic climatology, and anthro- 
pology. Indeed, in many of these fields the results are still to be 
worked out before they can be applied to the problem of human evo- 
lution. The field is properly one for the co-operation of a group of 
specialists working from a common point of view. Such a group of 
specialists working co-operatively might within the limits of a genera- 
tion lay the foundation for a social science worthy of the name. 


jj & ¢. 


Burma Under British Rule and Before. By Joun Nisset. Lon- 
don: Constable & Co., 1902. 2 vols, 8vo, pp. 912, with 
maps. 

Tuls is a book of rare quality. It affords far the best insight into 
Burmese life past and present that has been or is likely to be given. 
The writer has had unique opportunities. No one sees more of the life 
of the people in a British dependency than the conservator of forests. 
Mr. Nisbet held this position in Burma and at a period during which 
the transition from the old order to the new was beginning to be 
evidenced. ‘There was an opportunity, therefore, of presenting what 
has been as well as what is and what is to be. Fortunately in this 
position of vantage there has been a man with a genius for observa- 
tion and a power of direct depiction. At first the reader meets a bare 
date-strung outline of Burmese history, which is informing, but not 
entertaining ; but we soon find that we have fallen in with a new Herod- 
otus—a man with an endless curiosity and a rare sense of the values 
of men and things. 

The first volume and three chapters at the beginning of the second 
volume are devoted to political and economic topics. A very inter- 


esting account is given of British relations to Burma in the early days 
and of the causes leading to intervention in Lower Burma and ulti- 
mately to expansion into Upper Burma. Prominent as a factor in the 
latter movement was the distrust of French diplomacy, and Upper 
Burma furnishes one more illustration of how at least the history of 
expansion repeats itself. Following an account of the pacification of 
Burma after 1886 are several chapters of the most valuable character. 
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We may divide them into two groups. The first group gives a descrip- 
tion of the old order — the system of administration, of military organ- 
ization, of taxation and land tenure, of the ancient laws, and of the 
dispensing of justice. An account of the political réle played by the 
later kings and their wives concludes this section. In the second 
group we have the story of British administration and the economic 
development of the country. No one can read this part of the narra- 
tive without reaching a sense of the greatness of the work which is 
being done there. Mr. Nisbet is not a blind optimist, and he is much 
too sympathetic with the past and the romance which has hung 
around golden Burma not to feel deep regrets at the breaking down 
of customs which many a British-Indian civilian would wish to pre- 
serve. But the advance which is clothing the land with forest where 
the thoughtless native has been denuding it, which is expanding the 
zones of cultivation and gathering the land together by a network of 
railways, which is giving to the Burmese women an opportunity to 
emancipate herself from cruel customs and religious restrictions and 
to develop the abilities which she possesses in greater measure than 
her fortunate husband, the advance which has rid the country of the 
dacott and which insures to each his own is, as Mr. Nisbet shows, too 
great a gain to be offset by the loss which comes from vanishing idyls. 

In the opening chapters of the second volume is to be found a 
lucid discussion of the much-discussed Burmese-Yunnan railway, in 
which Mr. Nisbet presents the strong reasons for developing the inter- 
nal communications of the country rather than launching into the cer- 
tain expenses and uncertain returns of a transfrontier line. A valuable 
chapter on Burmese forest wealth and the methods whereby the teak 
timber supply in being assured brings the economic discussions to a 
close. For the rest—and it is much the greater part-—the second 
volume presents a series of studies on Buddhism, on the Burmese 
priesthood, on beliefs and superstitious habits and customs, on the 
traits of Burmese character, on the social system, on the amuse- 
ments of the people, on their language and literature—of which Mr. 
Nisbet gives some delightful examples—and on their folklore, their 
art, and their science. This category by no means exhausts the 
resources of the two encyclopedic volumes. The book is, in fact, 
a treasure house and will remain for all time a classic on Burma. It 
is only too rarely that we meet one who has had the opportunity and 
the faculty to observe the shapes of a Burmese priest’s vestments, the 
ingredients of Shan tattooing ink, the ceremonials of a young priest’s 
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initiation, or a Burmese belle’s toilet, as well as the potentialities of 
teak or the social and political results in one more case of the meeting 


and greeting of East and West. 
W. G. S. ADAms. 


The Administration of Dependencies: A Study of the Evolution of 
the Federal Empire, with special reference to American Colo- 
nial Problems. By AvpHeus H. Snow. New York: G. P. 
Putnam’s Sons, 1902. 8vo, pp. xi+619. 


AN extended review of Mr. Snow’s book is not in place in an 
economic journal. For, though the administration of dependencies 
is a problem which has large economic aspects, the treatment of the 
subject in this case has been limited to the legal and political side of 
the question; and, the inquiry being so wide, one can hardly regret 
the limitation. 

Mr. Snow’s work is in its method historical. He has set himself to 
ascertain the views of the authors of the constitution as to the princi- 
ples on which the administration of dependencies should rest, and this 
in turn has involved anterior questions dealing with the original rela- 
tions of the colonies to Great Britain. This problem investigated — 
and it occupies the greater part of the volume—a review is made of 
the development during the nineteenth century in Europe, the British 
empire, and America in the administration of dependencies. A con- 
cluding chapter, entitled “Imperial Obligations,” draws the threads of 
the argument together, sets forth the relations of the United States to 
her dependencies as justified, in Mr. Snow’s view, by the interpreta- 
tion of the constitution, and presents the responsibilities which recent 
developments have placed upon the American people. 

Mr. Snow’s volume is of no little interest or value. “ Bishop Stubbs 
and the Charters”’ would, we believe, rise in protest against the view 
of English administration expressed in the opening of the second 
chapter. Further,the conclusion of the book itself as a legal and his- 
torical deduction will sooner or later be challenged. But the line of 
proof is ably worked out and the conclusion from a practical point of 
view as to the relative position of the president and of Congress in 
regard to the dependencies is necessary. 

The later chapters are especially worthy of note. Mr. Snow, while 
stating the theoretical and legal basis, has grasped firmly the actual 
principles on which the British empire of today is administered, and 
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his conclusion is one which any careful student will endorse, that 
“upon the whole, it seems not too much to say that the sentiment of 
the English people for humanity and justice has rendered obsolete 
the theory for which England stood in the war with the American 
colonies, and that the British empire of today is a federal empire.” 
Similarly the broad reflections of the closing chapter on imperial obli- 
gations present with a rare clearness and force the inner and higher 


meaning of imperialism. 
Mr. Snow has made a valuable contribution to the literature of his 


subject. 
W. G. S. A. 


The Plain Facts as to the Trusts and the Tariff. By Grorce L. 
BoLten. New York: The Macmillan Co., 1902. 12mo, pp. 
viii + 451. 

Tuts book is written in a popular and rather superficial manner 
to inform the average man, the merchant, the wage-worker, or the 
farmer, upon important questions of the day. It brings: together in 
convenient form facts, arguments, and opinions which have been pre- 
sented by various writers in newspapers and magazines during recent 
years. It treats many topics very briefly, but on the whole sanely. 
The student will not linger long over it, but the “man in the street” 


may find it handy. 
ww. Be. 


Financial Crises and Periods of Industrial and Commercial Depression. 
By Tueopore E. Burton. New York: D. Appleton & Co., 
1902. 12mo, pp. ix+392. 

Mr. Burton’s survey of crises and depressions is valuable chiefly 
as a brief and compendious review of the facts and of opinions that 
have been offered in explanation of these phenomena. It is occupied 
more with a recital of definitions, symptoms, and palliatives than with 
an inquiry into the causes and the more enduring consequences of 
these disturbances of trade. Indeed, the author has apparently no sure 
grasp of the difference between chronological sequence and causal 
connection. This holds true in spite of the fact that the volume is in 
form a defense of the thesis that crises (particularly those followed by 
depression) are caused by “waste or excessive loss of capital, or its 
absorption, to an exceptional degree, in enterprises not immediately 
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remunerative”’ (p. 68). “In some form or other this waste, excessive 
loss, or absorption, is the ultimate or real cause.” By “capital,” it 
may be remarked, Mr. Burton means “ production goods,” not funds, 
although he speaks as if the two categories were for his purposes iden- 
tical ; while he pays close attention to definitions, as being of funda- 
mental importance to the clarity of his discussion, his definitions do 
not touch this distinction. Hence,a shrinkage of the marked values 
of securities and other investments is taken to signify a loss of material 
means of production (see, ¢. g., pp. 81-97). Broadly, crises, and more 
particularly depressions, are caused by waste of the means of produc- 
tion, so that the crisis and the subsequent depression are the effects, per- 
haps rather the manifestation, of material impoverishment. The 
impoverishment may be of a permanent character, in case of an extensive 
destruction of goods or a failure of the productive processes of indus- 
try, or it may be transient, as in the case of excessive investment for 
future production instead of present needs. This waste may not be 
evident at the time; it may not, indeed it commonly will not, appear 
until all that is available for wasteful expenditure has been spent; but 
in the end the spendthrift community will have to meet the privation 
which it has prepared for itself through unwise spending of its accu- 
mulations. The discrepancy between current needs and current out- 
put shows itself in the form of a stringency, a shrinkage of values, and 
a fall of prices. It is this eventual collapse of prices and of capitalized 
values that serve Mr. Burton as evidence that a wasteful expenditure 
has previously taken place. Of course, there are few students of eco- 
nomic phenomena today so incautious as to confuse a decline in prices, 
whether of consumable goods or of production goods, with a destruc- 
tion of material wealth, whether it be considered as articles of con- 
sumption or as means of production. But this is, in substance, what 
Mr. Burton repeatedly resorts to in his explanation of waste, particu- 
larly under caption III, on “The Inevitable Changes Resulting from 
Modern Industrial and Commercial Progress.” For instance: “ No 
statistics can be obtained to measure the loss by the absolute disman- 
tling or diminished efficiency of manufacturing plants made necessary 
by the competition of improved machinery ; but this loss is very large, 
and is most keenly felt in countries where increase in wealth is great- 
est.””. The notion of a waste of means of production taking the form 
of an increased aggregate efficiency of the means of production has a 
certain charm, although it does not carry conviction. This Hibernian 
logic seems to satisfy Mr. Burton, however. 
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On the whole, Mr. Burton’s explanation of crises and depressions, 
as set forth in this chapter on the Causes, may be summed up as a pains- 
taking, though not very systematic, rehearsal of commonplaces, for the 
most part discredited by modern students. His review, in chaps. 
v and vi, of the “Indications of Prosperity and Depression,” and of 
“Crises and Depressions,” respectively, is valuable as a sketch of the 
phenomena commonly observed under the two contrasted conditions 
of trade. The like is true of the “ Account of Crises and Depressions 
in the United States,” in chap. viii; whereas the discussion of “ Preven- 


tives and Remedies,” in chap. vii, belongs in the same class of incon- 


sequential commenplace as the account of the Causes. The most sub- 
stantial item in the volume is the bibliography (pp. 347-77), compiled 
by Mr. Williams. V. 


Funds and Their Uses: A Book Describing the Methods, Instruments 
and Institutions Employed in Modern Financial Transactions. 
By FREDERICK A. CLEVELAND. New York: D. Appleton & 
Co., 1902. 8vo, pp. xiii + 304. 

The Work of Wall Street. By SeERENO S. PRATT, 1903. 8vo, 
pp. xviii + 296. (‘*Appletons’ Business Series.’’) 

THE first volumes of “ Appletons’ Business Series” are distinctly 
successful. Dr. Cleveland’s work is introductory in its character, out- 
lining the general field of private finance and touching on various topics 
to be treated at greater length in later volumes of the series. The title 
scarcely conveys an idea of the scope of the book. “Funds,” as used 
by the author, signifies money and its various credit substitutes. In 
Part I a description is given of the various forms of money and credit 
funds; in Part II the author tells how funds are obtained—either by 
gift, exchange, or credit; and in Part III, which occupies just one-half 
of the book, are described various institutions engaged in dealing in 
funds as such. In this list are included the United States treasury, 
building loan (séc) associations, savings and commercial banks, trust 
companies, insurance companies, and the stock exchange. 

The author shows decided ability in exposition, marred at times by 
infelicitous phrasing. From the nature of the work and its position in 
the series the treatment is necessarily cursory. The book is, however, 
much more vertebrate than the various business manuals which have 
preceded it. Errors of statement are neither numerous nor important. 
Perhaps the most serious mistake is made in estimating the amount of 
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interest-yielding investments held by the national banks. The author 
includes 229 million dollars United States bonds to secure circulation, 
but omits 100 million dollars United States bonds on hand and to 
secure deposits, and also omits the larger item of 320 million dollars 
stock securities, etc. Furthermore, an estimate is made that the banks 
receive 8 million dollars interest on deposits with other banks. As 
the purpose of the estimate is to determine the aggregate income 
accruing to the banks, to include payments of interest by one bank to 
another is clearly incorrect. Profits come only from outside sources, 
and interest between banks is a distribution of that fund, not an addi- 
tion thereto. 

Mr. Pratt treats more fully a subject which forms a chapter of Dr. 
Cleveland’s work, giving us the most satisfactory description of Wall 
street which has yet appeared. The author writes to a popular audience 
and necessarily avoids much technical detail, yet considerable useful 
information elsewhere not easily attainable is here clearly set forth. 
Especial mention may be made of the account of the stock exchange 
clearing-house, the recent devices for handling collateral loans, and 
the description of the broker and his office. 

The objections made to bucket-shops by the two writers form an 
interesting contrast. Dr. Cleveland seems to base his charges on unfair 
dealings by the manager of the bucket-shop, saying : 

The office has it entirely within its own power to say whether New York 
Central goes up or down. The customer, therefore, is in a gambling house 
which plays with loaded dice. In case there are others in the game who 
have up more money on the fall of New York Central than he has on its rise, 
the returns will probably be declared in his favor. If the conditions be other- 
wise, he may have his margin wiped out and he will then be left to reflect on 
whether he will try the market again. (P. 281.) 


Mr. Pratt makes no such accusations, but rests on the securer ground 
that the persons attracted to bucket-shops — because of the petty trans- 
actions allowed —are the ones who should keep out of the stock market. 
It may be granted that inability to pay $80,000 for membership on a 
board is all that is necessary to transform one from a respectable broker 
into a gambler. But the objection to gambling does not depend on 
proof of dishonest dealing. Broker and book-maker alike plays each 
according to the rules of his own game. But society inclines to the 
opinion that, on the whole, the latter’s game is obnoxious to the pub- 


lic, while the former’s is not. 
HENRY RAND HATFIELD. 
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New York State Library Bulletin 76, Legislation 7: Digest of Gov- 
ernors’ Messages, 1902. Edited by Ropert H. WHITTEN. 
Albany, University of the State of New York, 1902, pp. 
(253-409) 156. 

Tue New York State Library has added to its valuable series of 
publications regarding legislation a digest of governors’ messages, 
The constitutions of most of the states require the executive to give 
information of the condition of the state and to recommend such 
measures as he shall deem expedient. There is, however, no constitu- 
tion which gives power to the governor to bring his recommendations 
before the legislature in the form of bills, or which requires the legis- 
lature to take his suggestions into consideration. It would be inter- 
esting to have data showing how much of the executive advice was 
acted upon, or how much of the annual legislation is foreshadowed in 
the messages. It cannot be said that these executive documents con- 
stitute legislative programs as a speech from the throne in England 
does. Still they are interesting as indices of the movement of leyisla- 
tive ideas, and, considering that these recommendations are made 
without definite responsibility, they cannot be described as otherwise 
than timely, moderate and practical. This being an even year, less 
than one-half of the legislatures met, most of them in Eastern and 
Southern states. The sessions following soon after President McKin- 
ley’s assassination, it is interesting to note that only three messages 
suggest legislation to deal with anarchistic movements, two of them 
(New York and New Jersey) in extremely moderate form, while the 
presidential message is distinguished by a much more radical tone. It 
is noteworthy that the legislative bodies refused to act on these sug- 
gestions. The topic to which the largest amount of space is allotted 
in the digest is State Finance. It does not appear that any of the 
messages contained propositions of a novel or unusual character. 


ERNST FREUND. 


The Social Unrest: Studies in Labor and Socialist Movements. By 
Joun GRAHAM Brooks, New York: The Macmillan Co., 1903. 


THESE studies in labor and socialist movements appear to have 
been written directly out of the author’s pocket notebook, his journal 
of social wit and wisdom gathered from the uttermost parts of the 
industrial world — dates and names have been erased —wherein those 
things which the “wise man does not say in public,” over his own 
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signature are offered in evidence. They are indeed, evidence of the 
author’s indefatigable industry in noting down the casual comment of 
the man on the street, in the office, on a strike, at the lathe, in the 
’ of trust organizer, wage-earner, and socialist ; evidence of 
wide acquaintance, extended travel, and omnivorous reading ; evidence 
of deep interest in the welfare of his fellow-men, of sympathy with 
their aspirations, and of appreciation of their condition. One catches 
glimpses of affairs and social conditions the world over, fleeting and 
shifting as the scene one gets from a car window—a social philosophy 
of the train, written with the sound of the hammer still ringing in one’s 
ears. If,explains the author in his opening chapter, this evidence 
seems like “‘a too irresponsible sort of gossip,” the expression of opin- 
ions is nevertheless honest and authoritative. 

The philosophy which the author himself imposes upon this mass 
of evidence is somewhat intangible. The evidence is given for what 
it is worth ; the theme and thesis of thought change from page to 
page; the transitions are effected easily, and the author plays upon 
this evidence of social unrest much as the skilful pianist modulates 
from key to key, somewhat aimlessly, perhaps. The very fulness of 
experience and universality of interest somewhat choke and hinder the 
material progress and conclusion of thought. The sequence is kaleido- 
scopic rather than logical, but the thesis of the author’s philosophy 
lies, perhaps, in the contention that the organization of industry is 
incomplete unless it include the organization of labor and a frank 
recognition of the equity rights of labor in determining the conditions 
and tenure of employment. Labor and capital must unite in some 
sort of partnership. The alternative is socialism. For that which labor 
fails to achieve through the trade union it is bound to gain through 
appeal to the state. With the labor union the community may fight 
off socialism, which, it is urged, gathers strength exactly in proportion 
as wage-earners conceive their chances of securing recognition of their 
just claims through the union to diminish, and recourse to some 
supreme power in the community to be necessary. 

It would appear to be the “turgid and dangerous” sort of socialism 
that Mr. Brooks has in mind here, for he does not fail to point out 
elsewhere that organized labor is now proposing to achieve its purposes 
through political action. It would seem, therefore, that the choice 
open to the community is not between organized labor and socialism, 
but between socialism of the “turgid and dangerous” sort, and social- 
ism organized and powerful. Combinations of labor are certainly not 


“ring ;’ 
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an alternative of socialism, but the very condition and sine gua non of 
socialism. And when these powerful organizations of labor enter into 
“partnership” with equally powerful combinations of capital, the public 
may well watch the development with some anxiety. 

Certainly the fact that a well-organized, powerful union in any 
industry does not exhibit signs of unrest, discontent, and socialistic 
tendencies may not in the least be taken as a sure sign that the com- 
munity’s interests are being well served in that industry. It may be 
an indication that exactly the opposite is true. When labor and capi- 
tal in any industry have met together and agreed, who shall say that 
the interests and welfare of the community—the silent member in all 
industrial partnerships—-have been considered at all? Granted the 
power to force up the price of the necessities of life, who shall check 
the exercise of that power? Experience does not justify a reliance 
upon pure altruism. The state may have had difficulty in controlling 
capitalistic combinations, but in that combination which completes the 
union of labor and capital devoted to the performance of any given 
important economic service, the community is confronted with a verit- 
able Goliath. Compared with this brawny industrial monster, the 
trust and othercreatures of statute and incorporation appear anzemic 
and sinewless enough. 

“The labor movement,” writes Mr. Brooks, “rests on the assump- 
tion that the production and distribution of wealth, as now managed, 
ought to be and can be so changed as to give the laborer more power 
in deciding the terms under which he works.” It is this widespread 
conviction among wage-earners that causes society to be “afflicted with 
an almost unbroken series of costly labor disputes,” with “‘a plague of 
strikes.” Through organization labor has certainly secured more 
power, and it is generally conceded that it has grown also in wisdom; 
certainly its own welfare depends upon a wise exercise of this new 
power. In the past labor has had power and has misspent it and suf- 
fered in consequence. It is the wise direction of its power that is of 
vital consequence to wage-earners and to the community. Every one 
knows that the idea of economic laws, acting with some degree of 
fatality, is sadly out of date. Even economists have been shamed into 
a Peter-like denial of the fundamental principles of their own science. 
Witness, for example, the following theory of distribution from a mod- 
ern economist : 

The social question will be solved, first by guaranteeing each man the 
minimum without which he is in danger either of not becoming or of not 
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remaining a “man,”’ in the full sense of the word. The next step would be 
to give the working classes something more than that minimum, viz., a grow- 
ing share in the benefits of that civilization of which they form a more and 
more important factor. Further, any wealth which remained over should be 
put into the hands of those who can make the best use of it— CHARLES 
Gipe, Principles of Political Economy. 


Is there, then, no relation whatever between the wage-earner’s 
efficiency, his training and disposition to work honestly, and the 
amount of his wages? Is the amount of his wages a matter of govern- 
ment interference, or of simply determining to have more? When 
every line of industrial activity is embarrassed with a plague of strikes, 
limitations, and hindrances, which enhances the cost of production and 
diminishes output all around, who is benefited? There is a fund of 
economic significance in a recent cartoon in which a farmer, confronted 
with an elaborate bit of mechanism recommended to do the work of 
six hired men, exclaims that he “can do that himself.” Is our disdain 
for economic law so great that we will refuse to trace any connection 
here between that rise in the cost of living which is so universally 
decried today and these lets and hindrances to economic service experi- 
enced throughout the industrial world? When, in any industrial 
group, the remuneration falls too low to maintain a humane standard 
of living, shall we not any longer seek toalter economic conditions 
and to work through economic laws in effecting some economic better- 
ment of conditions; or is it merely a question of deciding that the 
conditions ought to be different, higher wages paid, and shorter hours 
worked? Mr. Brooks frequently refers to conditions in the anthracite 
coal fields ; he mentions the “absurd surplus” of 30,000 laborers who 
hang about the mines, looking for employment where there is none to 
give. Other writers have dwelt upon the oversupply and immobility 
of labor here. But our attention is not centered upon these undesira- 
ble conditions, and the inevitableness of the misery resulting there- 
from; it is directed to the wilfulness.of the operators in their attempts 
to smash the unions. It is not pointed out that those operators who 
have been well-disposed toward their men have been largely helpless. 
Admit that the operators have been cantankerous and ill-tempered, 
even outrageously inhumane, in the treatment of their men, and that 
much trouble might have been avoided had they been more decent and 
diplomatic, and less disposed to accept their potency as a divine dis- 
pensation, one familiar with the economic development of the region 
finds, nevertheless, in the plain working of economic laws, an adequate 
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explanation of present miserable conditions. There is no remedy for 
the underlying evils in organization so long as that absurd surplus of 
30,000 miners hangs about the shafts—unless the community sub- 
mits to be held up by an advance in the price of coal, and so forced 
to support in idleness this industrial group of unoccupied labor. The 
organization of labor is today generally accepted as a condition of col- 
lective bargaining with employers, but wages and terms of employment 
depend upon conditions, and organization can do little more than 
adjust wages to those conditions. In this case the surplus labor is the 
condition which hampers labor in all its bargaining, the determining 
condition of every compact. No sort of diplomacy can avoid it, nor 
organization ignore it. 

The remedy for social unrest throughout the community lies in a 
more intelligent recognition of economic laws, with the purpose of 
working through them, not in defiance of them. 

JoHN CUMMINGs. 


Report of Proceedings of the Fifth Congress of the International Co- 
operative Alliance, Held at Manchester, July, 1902. London: 
P.S. King & Son, 1902. 8vo., pp. xii+445. 


THE meeting reported in this volume was the largest in attend- 
ance and the most promising of the series, and 261 organizations were 
represented by 546 delegates. The book enables one to study the 
aims and organization of the alliance, the documents and resolutions 
being printed. 

The reports on co-operation of various types present the most 
recent statistics, but those from the United States are fragmentary. 

The accounts of profit-sharing schemes do not look hopeful, and 
the paper of D. F. Schloss would leave one to believe there is little 
vitality in the movement. 

A very instructive discussion is that of the “housing problem” and 
and its relation to co-operation. The illustrations of methods come 
from a wide and varied field of experience. 

The resolutions passed included one upon the topic of interna- 
tional peace. In connection with the congress there was a display of 
goods manufactured and sold by co-operative associations. 


C. R. HENDERSON. 
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Report of the Proceedings of the Third International Congress for the 
Welfare and Protection of Children, Held in London, Fuly, 1902. 
London: P. S. King & Son, 1902. 8vo., pp. xxvii+ 348. 


THE discussions of this congress fall under the general divisions: 
medical section, legislative section, educational and philanthropic sec- 
tion. Sir James Crichton-Browne gave an address on “ Physical Effi- 
ciency in Children” which exposes the causes of physical degradation 
in defective income and unwholesome surroundings. J. F. J. Sykes 
presented the means of amelioration in a paper on hygiene and sanita- 
tion in the home and at school. Mr. Loch’s chief conclusion in rela- 
tion to the state and parental control is that guardianship should accom- 
pany maintenance, but that the rights of the child need protection by 
the agents of poor relief. The paper of Mr. Peacock on street trading 
of children has interest for American cities ; for, while we have learned 
the evils of factory labor, the public has hardly begun to consider the 
physical and moral dangers of occupations which plunge children into 
hourly temptation. The whole volume deserves attention of econo- 
mists because of the direct testimony of persons familiar with the 
present conditions of life for defective, neglected and delinquent child- 


ren in Europe and America. 
C. RK. H. 


The Empire of Business. By ANDREW CARNEGIE. New York: 
Doubleday, Page & Co., 1902. 8vo, pp. 345. 


The Empire of Business is made up of independent articles on mis- 
cellaneous topics. There are seventeen of these papers, most of which 
have been previously published ; the others are addresses before audi- 
ences of students, workingmen, or business-men. Mr. Carnegie coun- 
sels the young business-man to avoid liquor, speculation, and indorse- 
ment, and to do something to attract his employer’s attention to his 
ability. While appreciating the value of technical education and wide 
reading, the author considers an early start in business a greater advan- 
tage than a college education. In the lecture on “ Wealth and its 
Uses,” he repeats his well-known belief in the enervating effect of 
hereditary wealth and in the disgracefulness of dying rich. 

When speaking to workingmen Mr. Carnegie emphasizes the inter- 
dependence and common interests of labor, business ability, and 
capital. Friction between industrial classes he attributes to ignorance: 
“Capital is ignorant of the necessities and the just dues of labor, and 
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labor is ignorant of the necessities and dangers of capital.” He advo- 
cates the payment of wages according to a sliding scale, in proportion 
to the net prices received for the product month by month; and _ he 
has introduced this plan in his own company. He also believes in the 
eight-hour day, but has found it impossible to maintain it against close 
competition; he therefore looks to legislation to bring it about by 
degrees. He believes in profit-sharing through taking able workmen 
into partnership; he has little faith in the ultimate success of cor- 
porations owned by idle capitalists and managed by mere salaried 
employees. 

In “The Bugaboo of Trusts” the author declares that the only 
persons who have reason to fear the trusts are “those foolish enough 
to enter into them.” There can be no permanent extortion of profit 
beyond the average return from capital, nor any monopoly, either in 
transportation or manufacturing. 

In “The Manchester School and Today” Mr. Carnegie shows that 
the wide distribution of manufacturing industry among the nations 
has been due to causes which could not have been foreseen: coal, lime, 
and ironstone have been found where their existence was not sus- 
pected, and automatic machinery has done away with the necessity for 
trained mechanical skill. He is not in favor of protection beyond the 
point necessary to allow Americans to retain their own market in a 
fair contest with the foreigner. He would levy duties chiefly on the 
luxuries used by the rich, the consumption of which he believes would 
not be greatly affected by an increase of price ; and he would leave the 
tariff unchanged, barring fiscal emergencies, except once in a decade, 
after the census. 

“The A BC of Money” is a defense of the gold standard, and 
incidentally a clear elementary exposition of the history and functions 
of money. The volume contains somewhat technical papers on iron 
and steel, on natural oil and gas wells, and on railroads, and a partly 
statistical comparison between British and American costs of living. 

Max WEsT. 


The Battle With the Slum. By Jacos A. Ruts. New York; The 
Macmillan Company, 1902. 8vo, pp. 465. 
Tuis latest work of Mr. Riis supplements his How the Other Half 
Livesand A Ten Years’ War,” and completes the history of a struggle 
to improve conditions in the tenement-house districts of New York 
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city. The book describes the work of the Tenement-House Com- 
missions of 1894 and 1900, and the voluntary citizens’ committee of 
1898, which led up to the creation of the present Tenement-House 
Department; but it is far from being a statistical report. It is rather 
an intimately personal account of the awful conditions which prevailed 
in the tenement-house districts, with their population of over two 
millions, and of what has been done, and against what odds, to purge 
the city. Such triumphs as the razing of Mulberry Bend, the opening 
of various small parks and playgrounds, the model tenements, the Mills 
hotels, the vacation schools —all these make a story not often exceeded 
in interest. Zhe Battle With the Slum illustrates many important civic 
truths, not the least of which is that sometimes a made American may 
be worth a great many of the indigenous variety. 

The book is enlivened with anecdotes, and contains many telling 


reproductions from photographs. 
Mary MILLs WEsT. 


Die vier Hauptrichtungen der socialen Bewegung. Kritisch und 
vergleichend dargestellt. By BENEDICT FRIEDLANDER. I. 
Theil: Marxismus und Anarchismus. Berlin: S. Calvary & 


Co., 1901. 8vo, pp. xx+ 220. 


Dr. FRIEDLANDER, although by profession an investigator in 
biological and related scientific fields, is not 4 homo novus in the prov- 
ince of economic criticism. In 1902 he published a booklet bearing 
the title: Der fretheitliche Soztalismus im Gegensatz zum Staats- 
knechttum der Marxisten; mit besonderer Beriichksichtigung der Werke 
und Schicksale Eugen Diihrings. Now, following, as it were, the 
advice “nonumque prematur in annum,” the author purposes to give 
us, in his new book, a carefully revised, enlarged, and modified study 
of the social problem and its theories. For the sake of clearness and 
expediency he has reduced the multitude of social-reform theories to 
four principal types, z. ¢., Marxism, as represented, e¢. g., by the German 
Social Democrats, anarchism, Eugen Diihring’s societarian system, and 
Henry George’s neophysiocratic single-tax theory. These four types, 
no doubt, represent the most important forms of social-reform theories 
of our time. Nor do we believe that interest in the able critical sum- 
maries of the author can be wanting after the tremendous growth, in 
the recent state elections, of the socialist vote and influence. In Mas- 
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sachusetts alone the socialists increased their vote from about ten 
thousand in 1go1 to thirty-three thousand in 1902. While the increase 
in other states is not as great as this, yet it is in evidence everywhere 
and likely to set people to thinking. There is no dearth of critical 
books on socialism and anarchism, yet we do not hesitate to count this 
book among the best of its kind. Following, as he states in the preface, 
the excellent criticism Eugen Diihring has given on Marxism, Dr. 
Friedlander shows how untenable, scholastic, and sometimes trivial 
are some of the theoretical foundations of “scientific’’ socialism, 
such as Verelendungstheorie (which by this time even the orthodox 
Marxist admits to be contrary to fact), and the materialistic concep- 
tion of history. And as to its promise of freedom and happiness, so 
alluring to the toiling masses, the author’s criticism sounds like an 
extended paraphrase of Goethe’s words: 

Wie man denn niemals mehr von Freiheit reden hGrt, als wenn eine 
Partei die andere unterjochen will und es auf weiter nichts abgesehen ist, als 
dass Gewalt, Einfluss und Vermégen aus einer Hand in die andere gehen 
sollen. Freiheit ist die leise Parole heimlich Verschworener, das laute Feld- 
geschrei der dffentlich UmwiAlzenden, ja das Losungswort der Despotie selbst, 
wenn sie ihre unterjochte Masse gegen den Feind anfihrt und ihr von aus- 
wartigem Druck Erlésung auf alle Zeiten verspricht. 


The /atssez-aller doctrine of the materialistic conception of history 
is truly branded as fatalistic, unfruitful, and, on that account, as danger- 
ous and pernicious. The inability for positive and constructive social 
work exhibited by the Marxists is correctly explained as the direct 
result of their crude and mechanical way of judging and accounting 
for the forces at work in human history. But by no means is the author 
willing to admit the great service Marx has rendered, especially to 
German socialists, in politically organizing the workingmen into such 
a magnificent body and leading them to what the socialists call class- 
consciousness. Neither is he blind to the fact that theoretical anarch- 
ism has well deserved of society by severely criticising the specific 
shortcomings of paternalistic socialists. Yet its fundamental conten- 
tions, based on an extremely optimistic view of human nature, are clev- 


erly subjected to irony as against a good deal of sarcasm directed toward 
the Marxists. The anarchist’s horror of authority in any form, of the 
state, and of most forms of social organization is leading to more utopian 


views and dogmas in regard to social problems than the socialism of 
Marx. Dr. Friedlander points to the indisputable fact that any decent, 
intelligent society, especially such a complex one as ours, must necessa- 
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rily admit the authority of experts, not the least in the affairs of govern- 
ment. This necessity, however much we may regret it, is nevertheless 
absolute, although totally ignored by the so-called communistic 
anarchists, like Bakunin, Krapotkin, Tolstoi, Most. The individualistic 
forms of anarchistic theory, if the term “theory” be not a misapplica- 
tion, the teaching of Max Stirner, John Henry Mackay, ef a/., are, 
quite naturally, treated less 7 extenso. Perhaps it would have been 
appropriate to make some mention at least of the American Benjamin 
Tucker, whose doctrines are based on Prudhon’s. 

But Dr. Friedlander does not aim to be critical only; he professes 
to be constructive in his review of Eugen Diihring’s and Henry 
George’s social theories, in both of which he discovers valuable corner 
stones for the structure of a future society juster and freer than the 
one we live in. With great interest we look forward to the appearance 
of the second part. 

The statement, on p. 149, that the weekly Fretheit edited by 
Johann Most was discontinued in 1893 is to be revised. It was being 
published years after that, and is, I believe, still appearing in New 


York. 
KARL DETLEV JESSEN. 


Droit et coutumes des populations rurales de la France en matiére suc- 
cessorale. By ALEXANDRE DE Branpt. Translated from the 
German by EucENE REGNIER, with a preface by GEORGES 
BLONDEL. Paris: L. Larose, 1901. 8vo, pp. xvi+ 371. 


ALEXANDER VON BRANDT, a student of August Meitzen, describes 
in this book the hereditary laws and customs of the rural population of 
France. Before the French Revolution, the farms, according to the 
laws and customs existing in the various parts of the country, were 
either equally divided among all the heirs or at least all male heirs, or 
left to one heir alone (pp. 6, 18-68). The civil code introduced by 
Napoleon established for the whole country the principle of the equal 
division of the farms among all the heirs. The economic motive for 
that innovation was the expectation of an ensuing rapid growth of the 
number of small proprietors and at the same time an increase ot the 
population. Nowadays many scholars, from Le Play to Bertillon, 
Parliament, the press, etc., make this same law responsible for the 
small increase of the French population. The farmers are said to have 
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but one child in order to avoid the parceling out of their farms 
(pp. 6 ff.). 

Since the book of de Tocqueville on the Ancient Régime and the 
Revolution, the opinion prevails that the small rural property was 
extremely frequent even before the Revolution. ‘“ The effect of the 
Revolution,” says de Tocqueville, “‘was not to divide the soil, but to 
free it for one moment.” Brandt believes that the number of farmers 
owning small and medium-sized holdings was, relatively, about as 
large as today, while the territory covered by these farms was consid- 
erably smaller, and that occupied by the large holdings much greater 
(pp. 53-7). His description of the hereditary customs in the various 
parts of France in modern times (pp. 133-326) is partly based upon 
official investigations and private literature printed on the subject, and 
partly upon the personal impressions of the author and the results of 
an inquiry which he made through schedules sent to farmers and other 
competent persons. 

In this conclusion (pp. 327-47) he comes to a result very unfa- 
vorable to the civil code. He does not believe that the salutary 
increase of the area covered by the small farms is due to the code, 
while he makes it responsible for the increase in the number of 
tenants. His main conclusions, however, are (1) that the fecundity of 
the rural population is smaller where an equal division of the farms 
takes place than in the districts where the custom of an integral trans- 
mission of the farm to one heir prevails, and that the latter alone 
prevents an aggregate decrease of the French population ; and (2) that 
the principle of the division of the farms does not hold the rural popu- 
lation in the country, but drives them to a greater extent toward the 
cities than the custom of leaving the farm to one heir. 

A careful study of the statistical tables contained in Brandt’s book, 
however, shows that there is not a marked difference between the fecun- 
dity of the two groups of rural districts. Among the six geographical 
divisions into which Brandt divides France there are two, the northwest 
and the northeast, in which the equal partition altogether predomi- 
nates. According to his figures, the number of children per family 
was here 2.04 (p. 166) and 2.07 (p. 323), against a total of 2.10 for the 
average of the country. In the other divisions there are among the 
districts with a low fecundity both those where the farms are divided 
and those where they are left to one heir, showing, on the whole, only 
a slight advantage in favor of the latter. 

Various authors studying the same question in Germany have also 
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come to the conclusion that the emigration to the cities was larger 
from the districts where the farms were divided into severalty than 
from districts where they remained undivided. They never suc- 
ceeded in proving it satisfactorily. The statistics available tended to 
show that they were wrong. This seems to be even more true for 
France. Brandt’s own statistics show that his assertion is utterly 
wrong. The districts where the farms are divided seem to send, not 
only no more emigrants toward the cities, but rather less. 

While, then, the conclusions which Brandt reaches are by no means 
justified by his detailed discussion of the conditions, this descriptive 
part is so full of interesting material that his book after all has to be 
considered as a valuable addition to the literature of inheritance laws 


and customs in continental Europe. 
R. R. K. 


Tramway Companies and Local Authorities. Being a Collection of 
Special Provisions Contained in Private Acts of Parliament 
of Tramway Companies, and Relating Particularly to the 
Interests of Local Authorities. Compiled and arranged by 
FRANK NoEL Keen. London: Merritt & Hatcher, 1902. 


8vo, pp. 295. 

Tus volume is, as the title indicates, a compilation of the various 
private acts of Parliament touching the relations between tramway com- 
panies and local authorities. The general provisions regulating these 
conditions are laid down in the Tramways Act of 1870, and these 
grants are in the nature of special privileges authorized by local act of 
Parliament. These provisions cover all phases of the relation between 
the local authorities and the railway companies. They concern the 
method of constructing, altering, maintaining, and repairing of roads 
and track, interference with drains, pipes, wires, etc., character of car 
service, rate of fares, terms and time of purchase of tramways by city, 
and a great variety of miscellaneous provisions. 

Many of these items are of great importance to those interested in 
the proper adjustment of the terms of contract between cities and 
railway companies. This is particularly true of the frequent provision 
made for penny fares and in London for a workingman’s rate of a 
farthing a mile. It is also of interest to note the grant to the city in 
some case, to use, free of charge, the tracks of the company between 
midnight and 5 a. M. for the removal of refuse and other waste; and 
also the stipulation that the company shall light the streets, or in som 
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cases, the dangerous crossings. A very common feature of these acts 
is the power conferred upon the local authority to purchase the rail- 
way property at the expiration of a term of twenty-five or thirty years, 
or at the expiration of any period of seven years thereafter. In these 
cases the company is to be paid for the value of the tramway as “a 
going concern,” without any allowance for compulsory purchase. 

On the whole, the volume is both interesting and valuable to the 
student of the relations between communities and railway companies. 
It brings together a great mass of provisions, and, although omitting 
any comment on them, gives a useful analysis and digest of the various 


clauses. C. E. MERRIAM. 


Economics of Forestry: A Reference Book for Students of Political 
Economy and Lay Students of Forestry. By BERNHARD E, FER- 
now. New York: Thomas Y. Crowell & Co., 1902. 8vo, 
pp. xii + 520. 

THE progressive destruction of the forests in the United States has 
frequently been deprecated, and a considerable literature has gathered 
about the subject, but much of the discussion has been scattered 
through the periodicals or half-concealed in public documents of which, 
for want of due advertising, most people know little or nothing. A 
work which presents comprehensively and well a subject of so great 
practical and immediate interest should receive a hearty welcome. 

Mr. Fernow does not, of course, countenance the popular delusions 
as to the influence of forests, which constitute so large a part of the 
current discussion. There is, he says, no trustworthy reason for think- 
ing that forests increase rainfall (indeed, it is difficult to understand 
why such an effect should ever have been imagined). The chief cli- 
matic effect of forests is that of a windbreak —in addition to an influ- 
ence upon temperature or moisture which is purely local and not 
comparable to that of the oceans, winds, and mountain ranges. Regard- 
ing the influence of trees on waterflow there have been extravagant 
claims made, and other factors which influence water flow—as topog- 
raphy and geologic structure— have often been given less considera- 
tion than they deserve. Buttrees, and yet more the forest floor with 
its litter, have a very great importance in retarding the drainage from 
rain or melting snow, and thus moderating the alternation of flood and 
drought. It is estimated that in the United States the annual erosion 
ruins 200 square miles of more or less fertile soil, and the effect of 
deforestation in this respect has in certain instances been plainly exhib- 
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ited; in France, for example, where “as a consequence of reckless 
denudations in the Alps, Cevennes, and Pyrenees, whole communities 
became impoverished by the torrents which destroyed and silted over 
the fertile lands at the foot of the mountains. Some 8,000,000 acres in 
twenty departments were involved in these disastrous consequences of 
forest destruction on over 1,000,000 acres of mountain slopes.” 

Mr. Fernow discusses again, as extravagant, certain common opin- 
ions regarding the sanitary influence of forests. ‘The amount of oxy- 
gen which they exhale is insignificant and is probably offset by the 
increase of carbonic acid from decomposing organic matter. Then 
it was claimed that by the transpiration of the foliage, wet ground may 
be drained and thus made healthier, and the Eucalyptus plantations at 
the monastery of Tre Fontane in the Campagna Romana are frequently 
cited as having removed the malarial conditions of that region. Asa 
matter of fact, the fevers still occur, even under the Eucalyptus plan- 
tation, although more rarely.” This improvement seems attributable 
to the rebuilding of the old Roman drainage canals which had been 
allowed to collapse, and because the malaria-breeding mosquitos have 
been reduced thereby. Nevertheless, forests have a sanitary influence, 
but mainly of negative character, from the absence of smoke, dust, obnox- 
ious gases, and strong winds. It has also been found that forest air 
is less charged with pathogenic microbes than is other air. Those 
bacilli, especially which develop in the soil, like the cholera, typhus, and 
yellow-fever bacilli, find in the forest soil conditions unfavorable for 
development. “In fact, in the dense forest, where the variation of 
soil moisture is small and decomposing humus keeps the soil acid, no 
pathogenic microbes have been as yet found.” 

With proper management and fire protection forest property may 
yield a good income —5s per cent. it is calculated; and although the 
work of destruction has left a visible supply of timber sufficient only 
for the demands of thirty-five to fifty years, Mr. Fernow would still for 
the most part leave to private enterprise the management of forests as 
a source of supply, but in the case of “ protection forests” the force of 
private interest is less to be trusted and the argument for interference 
by public authority is correspondingly more urgent. 

The forest policy of America has hardly more than begun to develop. 
Several excellent schools have been established, and the federal gov- 
ernment has undertaken a proper service in giving instruction as to 
methods of tree culture, but the general property tax of the states the 
tariff combines with to induce deforestation, while the efforts of the state 
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and national governments to encourage tree planting have been gen- 
erally ill-considered and trivial. 

Where forest growth is indispensable to the public welfare, the state 
should interfere compulsorily. Thus in France, Italy, Switzerland, and 
Austria denuded mountains are reforested by the landowners under 
pressure of law, but with the financial aid of the governments. 


Where, on account of the smallness of separate holdings, a good forest 
management could not be maintained, coercive co-operation may recommend 
itself, or else the state, having a well-officered forest administration; may 
undertake the management for the owner, at least for the time. Where 
reforestation becomes necessary, it has usually been considered incumbent 
upon the state either to reimburse, or at least to alleviate the burden of refor- 
estation, by relieving from taxation for a given time, as is done in France for 
thirty years and in Austria for twenty-five years, or by the granting of bounties 
on plantations Finally, however, it will be found that control and 
supervision of private property is an expensive and only partially satisfactory 
method .... where the necessity of maintaining a forest growth may exist 
and the financial margin from it is small. Experience in the old countries 
has shown thatin spite of the much more perfect machinery for enforcing laws, 
and the much more ready disposition to submit to laws, the attempts to control 
private property have been largely without the desired result. It then becomes 
preferable for the community (the state or some municipal body) to own and 
manage forest areas, 


obtaining possession by an exercise of eminent domain if the land 


cannot be got by purchase. In an ideal arrangement the community 
would “own or control and devote to forest crops all the poorest soils 
and sites, leaving only the agricultural soils and pastures to private 
enterprise.” 

It may seem ungraceful to find fault with the literary character of a 
work which is, of course, to be judged chiefly as a scientific treatise and 
which bears that test of criticism so well, but it cannot be denied that the 
English in this book is hasty and at times cbscure. Thus the expression 
(p. 76) “in the United States the amount of erosion at present may be 
estimated at 200 square miles per year,” is unintelligible without a 
rather forced interpretation. So (p. 87), ‘We have learned that in 
general all conditions in nature are interrelated;” and (p. 3), “agri- 
culture production is almost entirely dependent on human effort” (in 
contrast with the work of nature). It is also rather questionable to 
classify the “protective” function of forests—in modifying climate, 
soil, and waterflow—as “immaterial” in contrast with the function of 
supplying wood, which is described as a “ material” function. 

A. P. WINsTON. 








